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MONDAY, DECEMBER 30, 1957 


House or ReprresENTATIVES, 
SPECIAL SUBCOMMITTEE OF THE SELECT COMMITTEE 
To Conpucr A Stupy AND INVESTIGATION 
OF THE PRoBLEMS OF SMALL BustINEss, 
Dallas, T ex. 

The subcommittee met, pursuant to notice, at 10 a. m. in the civil 
court of appeals courtroom, sixth floor, Records Building, Main and 
Record Streets, Dallas, Tex., Hon. Wright Patman (chairman) 
presiding. 

Present: Representatives Patman (chairman) and Steed. 

Also present: Everette MacIntyre, counsel for the subcommittee ; 
Hon. J. W. Wheeler, assistant attorney general of Texas, repr esenting 
the attorney general of Texas, and John J. Mead, E sq., assistant dis- 
trict attorney, for Dallas County, representing the district attorney, 
Dallas County, Tex. 

Chairman Parman. The committee will please come to order, 

This Special Subcommittee of the House Small Business Com- 
mittee will hold hearings here in Dallas today and tomorrow, re- 
garding acts and practices in the distribution of milk. The purpose 
of these hearings will be to receive testimony about alleged attempts 
of large dairy distributors in the Dallas area to destroy small com- 
petitors and gain monopoly control over prices. 

Small-business concerns have made complaints to the effect that 
large distributors have attempted to eliminate small competing dis- 
tributors. Among the large ae erns distributing milk in the Dallas 
area are Borden, Foremost, Cabell, and Oak Farms. Borden and 
Foremost do a nationwide business. 

It is contended that sometime ago the small distributors undertook 
to distribute milk in glass gallon jugs in the Dallas area at prices 
lower than the prices charged per gallon by their competitors for milk 
in half-gallon size cardboard cartons. It is further alleged that the 
large distributors desired to have the price of milk in the ‘glass gallon 
jugs raised so as to eliminate that differential in prices; and that when 
they failed to realize that desire, the large distributors moved to de- 
stroy the small competitors who had been selling milk in glass gallon 
jugs at low prices. 

These charges by the small concerns distributing milk in the Dallas 
area are similar to complaints received from other small distributors 
doing business in other parts of the country. In some of the areas 
where nationwide distributors have gained monopoly control over 
milk prices, the public is paying more than double the prices prevail- 
ing in Dallas during the first week of December 1957. Investigations 
are being made for the purpose of determining whether the high prices 
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now being paid by the public in those areas have resulted from 
elimination of competition in violation of the antitrust laws. 

Our purpose in holding hearings on this matter is to develop the 
facts. We are making no charge ¢ against any distributor in the Dal- 
las area. We shall continue our inivestigation and hearings until we 
feel that we have information adequate to permit conclusions about 
the matter. When all of the facts are in, our special subcommittee 
will weigh them, reach conclusions thereon, and report to the full com- 
mittee which in turn will report to the House with recommendations 
as provided for in the resolution which created the House Small 
Business Committee. 

For the information of the interested people I will state that Con- 
gressman Tom Steed, to my right, a member of the committee, is 
sitting with the chairman in conducting these hearings here today and 
tomorrow. And Mr. Everette MacIntyre, to my left here, is counsel 
for this special subcommittee and is the general counsel of the House 
Small Business Committee. 

Mr. MacIntyre, will you take over now and present the testimony 
that you believe is important for this committee to have in connection 
with this hearing? 

Mr. MacIntyre. You have, Mr. Chairman, requested that Mr. and 
Mrs. Louie Teague appear as first witnesses, and they are asked to 
come forward. 

Chairman Parman. Will you stand, please, and be sworn. 

Do you solemnly swear that the testimony you are about to give 
before this subcommittee, will be the truth, the whole truth, and 
nothing but the 7 ruth, so help you God ? 

Mr. Teacur. I do. 

Mrs. Tracue. I do. 

Mr. MacIntyre. Will you have the chairs over in here. 

Chairman Parman. All right, we are glad to have you here to ap- 
pear as witnesses. Mr. MacIntyre will inter rogate you. 


TESTIMONY OF MR. AND MRS. LOUIE TEAGUE, ACCOMPANIED BY 
COUNSEL WALTER COBER AND JUNE R. WELCH 


Mr. MacInryre. You are in the dairy distributing business in Dal- 
las; are you? 

Mr. Treacue. Yes, sir. 

Mr. MacIntyre. How long have you been so engaged ? 

Mr. Tracue. Since about 1922. 

Mr. MacIntyre. 1922? 

Mr. Tracuer. Yes. 

Mr. MacIntyre. Where is your business located / 

Mr. Treacusr. 4301 West Davis. 

Mr. MacIntyre. Have you at any time since you have been in the 
milk distributing business in Dallas engaged in the distribution of 
milk in glass gallon jugs? 

Mr. Tracur. I have almost alw: ays delivered in glass jugs, yes, sir, 
and glass bottles and jugs. 

Mr. MacIntyre. In pricing your milk to the public in glass gallon 
jugs what was your policy in pricing it in relation to the - prices that 
applied on milk in other types of containers? 
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Mr. Tracur. Well, we thought we could put it up a little cheaper 
in the gallon jugs than in the paper container because of more expense 
on the paper container. 

Mr. MacIntyre. Did you reflect that lower cost and sell it at a 
price lower than it was being sold by others in the other types of 
containers ¢ 

Mr. Tracue. Yes, sir. 

Mr. MacIntyre. By about how much per gallon ? 

Mr. Tracur. About 10 to 12 cents per gallon. 

Mr. MacIntyre. And your price then was about what ? 

Mr. Teacur. It ranged from 75 to 85 cents a gallon. 

Mr. MacIntyre. And the price of milk as charged by other dis- 
tributors for milk in other types of containers was about 90 cents? 

Mr. Tracur. Yes, sir. 

Mr. MacInryre. About 10 cents per gallon higher? 

Mr. Tracue. About 10 to 12 cents a gallon higher ; yes, sir. 

Mr. MacIntyre. What would you say is the volume of your busi- 
ness in the Dallas area in terms of dollars annually ? 

Mr. Teacur. You mean here? 

Mr. MacIntyre. Yes. 

Mr. Tracue. In excess of $500,000. 

Mr. MacInryre. In excess of $500,000; but in terms of percentage 
of the entire dollar market, what would it be, 1, 2, 5, or 10 percent; 
or what ? 

Mr. Teacur. That is approximately 1 percent. 

Mr. Macintyre. Only about 1 percent of the total market ? 

Mr. Tracur. Yes, sir. 

Mr. MacIntyre. Now after you had undertaken to sell milk in 
gallon jugs, did anything happen with respect to the efforts of any 
of the other distributors to narrow this margin of between the 8 and 
10 cents a gallon ? 

Mr. Tracue. I didn’t understand. 

Mr. MacIntyre. Let me restate the question. During the course of 
your sale of milk in glass gallon jugs at prices of approximately 10 
cents per gallon less than the prices charged by other distributors, 
did anything happen which indicated that the other distributors 
wanted to narrow that differential between your prices and theirs? 

Mr. Tracur. Well, this milk price clash which proved what they 
wanted as to the variation when the fight started—I was approached 
concerning the variation in the price. 

Mr. MacInryre. Regarding the variation in price between your 
milk and theirs, did anyone say anything to you about that ? 

Mr. Tracur. Yes, sir; I had some. 

Mr. MacIntyre. Will you inform the committee about it. Please 
specify the names, and what was said in that regard ? 

Mr. Tracue. Well, a good long while ago I had been sent word that 
there was too much variation between my gallon jug and the half- 
gallon cartons, and they would like for me to get my prices raised 
up on it. 

Mr. MacIntyre. Who sent you word? 

Mr. Tracur. That was Borden Co. first, I believe, by Mr. Mc- 
Donald. 

Mr. MacIntyre. Mr. McDonald of the Borden Co? 
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Mr. T e was produce ' fo rthe Borden Co. 
Mr, MacIntyre. A producer 
Mr. Treacux. He was the one that brought the message first to me 
Mr. MacInvyre. About when was that, Mr. Tenyue! 
Mr. Tracur. About a year ago. 
Mr. MacInryre. About a year ago. Vere there any further com- 
ments from any of your competitors about your milk being priced too 
low ? 

Mr. Tracur. Yes, this year Mr. McDonald, he came to me twice 
on it, on the same thing. 

Mr. MacIntyre. About what date? 

Mr. Tracur. I believe that was in May of this year first, and then 
probably about in June. 

Mr. MacIntyre. Did anyone say anything about it after that? 

Mr. Tracur. Well, Mr. Schepps. 

Mr. MacIntyre. Is he a milk distributor in Dallas? 

Mr. Tracur. Yes. 

Mr. MacIntyre. What time was it that he spoke to you; about 
when ? 

Mr. Tracur. About the 1st of October. 

Mr. MacIntyre. Of 1957? 

Mr. Tracur. Yes, sir. 

Mr. MacIntyre. In substance what was it that he said? 

Mr. Tracur. He said that if I didn’t raise my price on milk there 
probably would be a milk war started on gallon jugs; if I didn’t raise 
the price on the gallon jugs of milk there would be a milk war started. 

Mr. MacIntyre. Did he indicate to you that anyone had spoken 
to him who had power to start a milk war? 

Mr. Tracur. Well, he didn’t indicate anybody especially. He said 
that 5 dairies would start a milk war. 

Mr. MacIntyre. He said that the 5 large ones would ? 

Mr. Tracur. We were informed that Cabell was coming out with 
the gallon jugs to meet the competition. 

Mr. MacIntyre. Who informed you about that ? 

Mr. Teacur. I believe Mr. Schepps was the first one who men- 
tioned that, that Cabell would come out with the gallon jugs to start 
the five off. 

Mr. MacIntyre. Did anyone representing the producers asso- 
ciation ever speak to you about this matter? 

Mr. Tracur. Yes, sir; Mr. Williams and Mr. Woodman came to 
see me and told me that they were going to—that Cabell Dairy was 
coming out with the gallon jug of milk and that a committee had been 
appointed to contact them for him to see me, to see if I could raise 
the price on my gallon jug of milk to try to prevent further trouble. 

Mr. MacIntyre. Was there indicated in the course of that con- 
versation if you did raise the price of milk that the other distrib- 
utors would not go into that line? 

Mr. Tracur. Yes. 

Mr. MacIntyre. And lower the price? 

Mr. Tracur. Yes; yes, they did. He said he thought if the price 
of the gallon jug was ‘raised to a closer margin that it would prevent 
the milk war. 
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Mr. MacIntyre. Do we understand you correctly to testify that 
Mr. Woodman came to you and told you that a committee was being 
formed—— 

Mr. Tracue. Yes, sir. 

Mr. MacIntyre. To arrange for this course of action against you? 

Mr. Tracur. Yes, sir. 

Mr. MacIntyre. About when was this that Mr. Woodman spoke 
to you about that? 

Mr. Tracur. Let’s see, that was in October. 

Mr. MacIntyre. About what part of October? 

Mr. Treacur. October the 15th. 

Mr. MacIntyre. You spoke about a conversation Mr. Schepps had 
with you—was that before or after Mr. Woodman had spoken to you? 

Mr. Tracur. Before. 

Mr. MacIntyre. Before Mr. Woodman had spoken to you ? 

Mr. Treacur. Yes, sir. 

Mr. MacInryre. According to your testimony Mr. Schepps told 
you that he knew that a milk price war was imminent unless you 
did raise your prices ? 

Mr. Tracur. Yes, sir. 

Mr. MacInryre. Did anyone else speak to you after those two gen- 
tlemen talked to you about this ? 

Mr. Treacur. Yes, sir. 

Mr. MacIntyre. Who? 

Mr. Tracur. I talked with Mr. Callaway, and he was out to my 
place and he, also, told me that, that a milk war was brewing and he 
thought if I raised my price that I would probably prevent a milk 
war which was supposed to start the first of November. So I did 
raise my price a nickel on the gallon. 

Mr. MacInvyre. Who is Mr. Callaway ? 

Mr. Teacur. He is inspector for the city of Dallas. So we raised 
our price 5 cents on the gallon and held it on the grocery stores for 
10 days and on the retail routes for 15 days. Our retail routes, we 

raised it to 85 cents. And since there was other dairies that was sell- 
ing milk at a low price, hadn’t raised theirs, so I went back to my 
other price. 

Mr. MacIntyre. Did Mr. Callaway suggest to you about getting 
in touch with anyone at Cabell ? 

Mr. Tracur. He said to talk with Mr. Williams at Cabell’s. 

Mr. MacInryre. Did you do that? 

Mr. Tracur. Yes, sir. My wife did. I didn’t talk to him. 

Mr. MacIntyre. Will you please explain to the committee, Mrs. 
Teague, what you did about getting in touch with Mr. W illiams and 
what was said. 

Mrs. Tracue. I talked with Mr. Julian Williams at Cabell’s and 
announced to him that we would raise our price 5 cents on the gallon 
the following day, which was November 1. And he said, “You ‘know, 
we can’t talk prices.” I said, “Yes, I know that.” 

And he said, “Well, that ‘would be mighty fine.” He said, “We 
don’t intend to sit back and do nothing when you take the cream of 
the crop, and if there isn’t something done we intend to do something.” 
So we went up on November 1. 
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There were 2 or 3 other dairies actually under and we supposed that 
everybody would get prices lined up, so to speak. There was one 
getting 39 cents half a gallon. Noone changed their price, 

And about a week later I talked with Mr. Williams again and I told 
him that we could not stand to lose our volume which we were begin- 
ning to lose some of volume then. And he had explained to me that we 
would, of course, lose some of our volume, that we would make it more 
on the gallon, to make up for some of that loss. And so I told him 
that we did not intend to hold our price up alone, that we would have 
to go back. 

He said, “You know what you can lose.” He said, “Mr. Cabell is 
not in town. He will be back about the 24th of November.” 

At that time I don’t know what would happen because he implied 
that it would be left up to Mr. Earl Cabell what they would do, 
whether they would go to gallon jugs or not. 

“We don’t want to go into the jug business,” he said. 

I talked to him one time later after the milk war began and we 
could see that we were in the process of being wiped out. And I told 
him that we couldn’t fight him in a price war, we were too small and 
we didn’t intend to; to begin with we tried to prevent it, if there was 
such a thing, and that I would see him in court over it. That was 
the only way I could fight him. But we were not going to lay down 
and die and let him kill us, which they were doing. 

He said, “Mrs. Teague, I have nothing to do with that.” 

I said, “Yes, I know, you don’t—maybe you know who has, so you 
can give him that message for me.” 

Mr. MacIntyre. Did any representative of any of the other dis- 
tributors call ? 

Mrs. Teacur. Someone from Foremost who talked to him as though 
he should know them, he called him Louie. 

Mr. MacIntyre. Will you tell us about that, Mr. Teague? 

Mr. Tracue. Yes, sir. He called me at night on Wednesday before 
Thanksgiving, see, and he said he just wanted to inform me that milk 
was going to be slashed on Friday after Thanksgiving and that the 

rice—the bottom would drop out of the prices. I said I would not 
able to compete with that Gecouna I could not afford to lose money 
on my milk. 

He said, “Well.” 

I said, “If it gets too low, I will have just to quit the business.” 

And so I asked him if we quit the business, I guess the price would 
go back up. 

He said, “Yes, it would.” 

And I said, “Well then, I can come back in again.” 

Mr. MacIntyre. That was not a representative of Cabell—that was 
a representative of Foremost ? 

Mr. Teacur. Foremost, yes, sir. 

Mr. MacIntyre. Did any representative of any of the other dis- 
tributors call you about that time ? 

Mr. Tracur. This same conversation with the Foremost man, you 
know, I said, “Well, if the prices go back up, I can come back in 
business again.” 

He said, “Well, then we would wipe you out again.” 

Mr. MacIntyre. Did the Foremost representative identify himself 
by name to you over the phone? 
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Mr. TgacuE. No, sir, he didn’t. 

Mr. MacIntyre. But he did identify himself as a representative of 
Foremost ? 

Mr. Tracue. Yes. 

Mr. MacInryre. Did the representative of any other distributor 
call you and identify himself by name about that time? 

Mr. Tracue. Well, I talked to a man down at Oak Farms. 

Mr. MacIntyre. Who was that ? 

Mr. Tracur. Mr. Hartfelder. 

Mr. MacIntyre. H-a-r-t-f-e-l-d-e-r? 

Mr. Tracue. I think so. 

Mr. MacIntyre. What was the substance of the conversation Mr. 
Hartfelder had with you ? 

Mr. Tracur. Of course, I was anxious to get the price of milk back 
to normal again. And I asked him what would be the demands of 
the big dairies to try to get the milk war off. 

Mr. MacIntyre. What did he say ? 

Mr. Tracur. He said the big dairies didn’t have any demands on 
me. I said, “Well, what would they want me to do then, to try to 
stop the milk war?” 

And he said, well, he thought there was too much difference between 
the price of the gallon jug and the carton. 

And I asked him about how much did he think it should be. 

He said he didn’t think it ought to be over 4 cents, at the most over 
5 cents, between 2 half gallons and the gallon jug. 

Mr. MacIntyre. And. the 1 gallon jug? 

Mr. Tracur. Yes. 

Mr. MacIntyre. At the time that this was going on, about the 
end of November, and the first of December, what was milk costing you 
per gallon that you were buying from the producer? 

Mr. Teacue. It was actually costing me about 46 cents a gallon. 

Mr. MacIntyre. What was the lowest price that you found that 
you had to take for the milk in selling it in the stores in your gallon 
jugs ¢ 
Mr, Tracure. We sold it in the stores for 65 cents—sold it to the 
storeman for 65 cents and that was as low as we could sell it to make 
a livable profit out of it. 

Mr. MacIntyre. What did you find to be the lowest prices that 
were being charged by your competitors in stores at that time? 

Mr. Tracue. I believe about 26 cents on the half gallon. 

Mr. MacIntyre. In other words, you found that some of your com- 
petitors were selling in containers into stores at 52 cents a gallon 
when the producers were charging 46 cents a gallon for it? 

Mr. Tracue. Yes. 

Mr. MacIntyre. In your experience do you regard that as sales 
below cost of doing business ¢ 

Mr. Tracue. Yes, sir; I do. 

Mr. Maclinryre. Including the cost of the containers and the dis- 
tribution ? 

Mr. Tracue. Yes, sir. 

Mr. MacIntyre. Do you have and are you able to present for our 
record at this time, a list of the price changes that you have made 
over the last year or two, Mr. Teague? 

Mr. Tracue. Yes, sir. I do have; yes. 
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Mr. MacInryre. It shows the store price on glass gallon jugs, 
priced by you over the past 2 years? 

Mr. Tracue. I didn’t have stores. All I had was homes. 

Mr. MacIntyre. Your price for home delivery for the past 2 years 
showing the date and amount of each price change and for what 
butterfat milk would that be, approximately 4 

Mr. Tr: AGUE. Most of this time we were running 4 percent—any- 
where from 3.6 to 4 percent. 

Mr. MacIntyre. Running from 3.6 to 4 percent ? 

Mr. Teacve. That is 3.6 and 4 percent butterfat, yes, sir. 

Mr. MacIntyre. Go ahead. 

Mr. Tracur. There was a period of a few days after the milk 
war started it was a little less than that, the butterfat was a little 
less. 

Mr. MacIntyre. In other words, when this milk price war was 
going on the people were getting a lower quality milk for a period, 
is that your testimony ¢ 

Mr. Tracur. Just a short period, yes; then I raised my butterfat 
again. We are now putting out a 3.8 butterfat. 

Mr. MacIntyre. 3.8? 

Mr. Tracvue. Yes. 

Mr. MacIntyre. Which is substantially above the requirement for 
the city of Dallas? 

Mr. Treacur. Yes. 

1956, April, on our gallon jugs, was 80 cents. On half gallon in 
glass is 47 cents. May it was 80 cents, and half gallon, 51; June, 80 
cents, and half gallon 51; July, 80 cents on the gallon, and 51 on h: alf 
gallon; August, 80 and 51; September, 80 and 51; October, 85 and 53; 
November, 85 and 53; December, 85 and 53; 1957, January, 85 and 53; 
February, 85 and 53; March, 85 and 49; April, 85 and 49; May 
through October, 80 and 47; November Ist to the 15th, 85 and 47; 
November 16th to December it was 80 and 47 cents. 

Mr. MacIntyre. What is today’s price? 

Mr. Tracur. Today’s price is 80 and 47. 

Mr. MacIntyre. That is all. 

Chairman Parman. Would you like to ask some questions, Mr. 
Steed ? 

Mr. Streep. You say you distribute milk in gallon containers to 
the homes ? 

Mr. Tracur. Yes, sir. 

Mr. Sreep. You are not in the actual production of milk itself? 

Mr. Teacuer. No,sir. I don’t produce any milk. 

Mr. Steep. Do you get all of your milk from the co-op / 

Mr. Treacur. Yes, sir; from the association. I get what I bottle in 
the gallons from the association. And Mr. Schepps bottles my half 
gallons and quarts. 

Mr. Streep. How do you control the butterfat content of it? 

Mr. Tracue. The milk comes from the association. 

Mr. Sreep. You order the milk with the butterfat you desire? 

Mr, Tracue. Yes, sir. 

Mr. Sreep. You said your volume was about 1 percent of the total 
Dallas volume averaging about $500,000 a year. How has that 
changed over the period of years that you have been in business? 

Mr. Teacur. Over the period—I didn’t understand. 
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Mr. Srexp. You said you had been in business since 1922? 

Mr. Tracur. Yes. 

Mr. Sreep. How does the volume of your business now compare 
with what it was in those years ? 

Mr. Tracur. Well you see, we had never put in milk in grocery 
stores until about a little over a year ago. And, of course, when we 
did that our volume increased pretty fast. And up until then we 
just had a small retail business, say, from house to house. And then 
since, of course, we put in some grocery stores; then our volume 
kicked up on us, which has been within 2 years. 

Mr. Sreep. Has the number of your homes you have been serving 
changed materially in number the last few years ¢ 

Mr. Tracur. No, sir; ver y little. Our volume on the homes is about 
the same. Only when the milk fight started we lost a good many 
customers then. 

Mr. Sreep. The point I am trying to get to is what happened in 
terms of the volume of your business that caused other distributors to 
be concerned about you as a competitor. Do you think that going into 
the stores tended to br ing thi it on ¢ 

Mr. Tracur. I think if I had just held to about 600 or 700 gallons a 
day just as my little retail business, I don’t think they would have ever 
bothered me. They didn’t like it because I went into the grocery stores. 
That is my idea. 

Mr. Streep, When you raised the price of your milk, as you testified 
here a little bit ago, 5 cents, did that mean anything to the producer 
of the milk ¢ 

Mr. Tracur. You mean whether I paid more? I get my milk from 
the association. I don’t get it from the producer. 

Mr. Steep. Of course, the association determines what they get ? 

Mr. Tracur. No,sir. Not that I know of. 

Mr. Sreep. Did they get any of that 5 cents ¢ 

Mr. Tracur. No. 

Mr. Ste . p. These price changes: you have testified to did affect the 
consumer but did not reflect any benefit to the producer 4 

Mr. Tracur. No, sir; they didn’t. 

Mr. Sreep. Do you have any way of knowing whether the volume of 
the milk consumed in Dallas increased or decreased during the price 
war ¢ 

Mr. Tracur. I don’t know that. Mine decreased a whole lot. 

Mr. Streep. That is all I have. 

Chairman Parman. About how many distributors do you have in 
Dallas now, Mr. Teague ? 

Mr. Tracur. Ten, I think. 

Chairman Parman. Ten? 

Mr. Tracur. Yes. 

Chairman Parman. How does that number compare with, say, 10 
years ago? 

Mr. Tracuer. Ten years ago there was nine, I believe. 

Chairman Parman. Nine? 

Mr. Tracur. Yes. 

Chairman Parman. One more now. How was it, say, 20 years ago? 

Mr. Tracvr. Twenty years ago, I’d say there was nine then. 


Chairman Parwan. About the same number of distributors in the 
last 20 years ? 
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Mr. Tgeacur. Yes, sir; unless there was a few more 20 years ago. 

Chairman Patrman. Who could tell the committee about the amount 
of business each distributor is doing in the city of Dallas—do you have 
that information yourself ? 

Mr. Teacue. I don’t know. 

Chairman Parman. I guess Mr. Woodman could do that, couldn’t 
he? Each distributor can do that. All right, then, that is fine. Thank 

ou. 
7 Mr. MacIntyre. What is the name of your company ? 

Mr. Tzacur. Beverly Hill Dairy. 

Mr. MacIntyre. You have a subpena for your appearance here. 
Will you leave it here with me? That is all I have. 

Chairman Patrman. That is all right. 

Call the next witness. 

Mr. MacIntyre. Mr. Keith Young will be the next witness. 

Chairman Patman. Will you be sworn, please. 

You do solemnly swear that the testimony you are about to give 
before this subcommittee, will be the truth, the whole truth, and noth- 
ing but the truth, so help you God ? 

r. Youne. I do, sir. 


TESTIMONY OF KEITH P. YOUNG, JERE DAIRY, INC., GRAND 
PRAIRIE, TEX., ACCOMPANIED BY HIS COUNSEL, WALLER M. 
COLLIE, JR. 


Mr. MacIntyre. Mr. Young, will you give us the name of your 
business and the location of it ? 

Mr. Youna. Jere Dairy, Inc., in Grand Prairie Tex. 

Mr. MacIntyre. You are engaged in the business of distributing 
milk in the Dallas area ? 

Mr. Youne. Yes; the Dallas-Fort Worth area. 

Mr. MacIntyre. How long have you been so engaged ? 

Mr. Youna. We bottled our first gallons of milk the 26th of April 
this year. 

Mr. MacIntyre. In relation to the total business in the milk dis- 
tribution in Dallas what percent would you think that your com- 
pany does ? 

r. Youna. In this marketing area in sales we never exceeded 1 
percent. 

Mr. MacIntyre. In other words, your total volume, annual vol- 
ume—rate of your annual volume would be, at least, 1 per cent of the 
total market ? 

Mr. Youne. Yes, very close to 1 percent. 

Mr. MacIntyre. And you have been engaged in distributing milk 
from April of 1957? 

Mr. Youne. Yes, sir. 

Mr. MacIntyre. What methods do you use in distributing milk? 

Mr. Younc. We have sold exclusively to grocery stores at wholesale 
prices. 

Mr. MacIntyre. In what sort of containers ? 

Mr. Youna. Exclusively in the gallon glass container. We have 
one item, the gallon glass. 

Mr. MacIntyre. Just one-line operation of glass gallon jug? 
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Mr. Youna. Yes. 

Mr. MacIntyre. Your prices have been lower than those of other 
distributors who were selling milk in other types of containers, have 
they ¢ 

Mr. Youne. Yes. When we started business, set our prices at the 
prevailing prices for glass gallon containers, those prevailing prices 
were lower generally than the two paper half-gallon containers. 

Mr. Maclnryre. In other words, about 10 cents per gallon less than 
the price per gallon in the 2 half-gallon paper containers ? 

Mr. Youna. That enabled the retailer to sell it at 10 cents less. 

Mr. MacIntyre. So, in effect, you and the preceding witness were 
offering the people of Dallas milk in glass gallon jugs at about 10 cents 
per gallon less than the larger distributors were selling milk in paper 
containers ¢ 

Mr. Youna. Yes; that is correct. And at those prices we were able 
to make a fair profit. 

Mr. MacInryre. Will you please explain how you came to get into 
business in Dallas? 

Mr. Youna. I have been in the milk business during all of my busi- 
ness life. My family is in the dairy business and has been in the 
dairy business as long as J can remember. They operate a dairy in 
Kansas. 

In the early part of 1956, I decided that I would like to come to 
Dallas and go into business for myself. The reason that I picked 
Dallas was that it was a growing area where the milk market was 
growing at 4 to 6 percent per year. It was a prosperous area. 

During May and June of 1956 I started negotiation with the North 
Texas Producers Association. 

Mr. MacIntyre. Any particular individual there that you dealt 
with ? 

Mr. Youne. Mr. J. O. Woodman, the manager of the association 
was my principal contact there. 

On the 13th of July 1956, we entered into a contract in which the 
association would purchase bottles, equipment, and deliver milk to me 
in the city of Dallas, whereupon I would start. 

Relying on that contract I moved my family to Dallas toward the 
end of September in 1956, incorporated the Jere Dairy, Inc., leased 
or made arrangements, leased store space, and purchased automotive 
equipment. 

As we were nearing the time to commence doing business in the end 
of October 1956, Mr. Woodman called me to his office. He informed 
me that the major handlers of milk in Dallas and Fort Worth and 
in this area strenuously objected to our contract. He was negotiating 
with this industry for an increase in the price of milk. If he was 
successful in these negotiations, why he would not be able to fulfill 
his contract with me. 

On the 3d of November he calied me into his office, told me that he 
had completed arrangements for this price increase and because of 
his agreement with this Dallas-Fort Worth industry he would not be 
able to fulfill his contract with me. 

Incidentally, or simultaneously, the price to the consumer in Dallas 
went up by 1 cent a quart which more than covered this increase that 
Mr. Woodman was successful in bargaining for with his association. 
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Being prevented from doing business under this form, why I then 
occupied myself raising funds, purchasing equipment and so forth, to 
start business, which I started on the 26th of April 1957, bottling 
gallons of milk exclusively. 

Now we have a small business. Other than my route salesmen 
I have three employees and myself who do all of the business that is 
to be done. 

As I say, we have not exceeded the 1 percent of the market. Due 
to the nature of the business, the relationship between our overhead 
and our profits, it has been my plan to remain at this same approxi- 
mate size. 

All through the summer and when we were first starting business 
I would hear rumors, stories, that if I did not raise the price so that 
it would be within 4 cents per gallon of the prevailing prices on the 
2 paper half gallons that the price war would be started to put me 
out of business. 

Mr. MacIntyre. Will you be more specific on that to the extent 
that you are able to in specifying time and names and places where 
these remarks were made? 

Mr. Youne. These were rumors that started during the time that 
I started business until the 24th of October, when a person close to 
the milk industry here in Dallas and in this area came to me and said 
that one of the major handlers had purchased glass gallon bottling 
equipment. 

Mr. MacIntyre. Who told you that? 

Mr. Youne. A gentleman with the health department who brought 
that story to me, Dr. Scholle, I believe, in the light that he wanted 
a healthy milk market if he was going to promote public health and 
so forth: But he said that this handler who had purchased this 
gallon bottling equipment did not desire to use it if we could be 
influenced in raising our prices. 

These were prices at which we were making a fair profit. Then 
the following day Mr. Woodman and Mr. Williams of the association 
came out and repeated the same story about this handler and how he 
necessarily did not want to use this equipment if he did not have to. 

Then a month later this price war that we are now in started, fol- 
lowing the exact pattern described to me by these gentlemen. 

This price war started about Thanksgiving, this last Thanksgiving. 

During the first week of this price war I was approached by a real- 
estate agent or dealer who informed me that he represented a local 
handler or a group of local handlers who wished to purchase my 
business, to run it for a limited time and then slowly price it out of 
business until they permanently closed its doors. He subsequently 
made a cash offer for my business. 

Now, in this price war, everybody has been selling way below cost. 
I have been forced to reduce my prices below cost in order to stay in 
business. This price war is continuing today. That is, selling below 
cost. 

From these experiences and these observations I can only draw one 
conclusion, that this present price war was designed to force ruinous 
prices on the small gallon-glass bottlers in this area. 

Mr. MacIntyre. You spoke about a real-estate man coming to you 
and offering to buy your business. 

Mr. Youna. Yes. 
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Mr. MacInryre. Acting on behalf of some of the large distributors 
here. Did the offer that was made cover the cost of your plant and 
equipment ? 

Mr. Youna. The offer that was made was on the basis of so much 
for my assets plus a fee for me to pay me directly over and above the 
cost of my assets and with an agreement that I would not do business 
within 50 miles of Dallas and Fort Worth for 5 years. 

Mr. MacInryre. In other words, the offer was to purchase your 
assets at their book value and to give you a bonus in addition to that? 

Mr. Youna. That is right, a bonus for this agreement not to do 
business. 

Mr. MacInryre. A substantial bonus of a good many thousands of 
dollars? 

Mr. Youna. Yes, sir. 

Mr. MacIntyre. You, in turn, would have to agree to stay out of 
this area? 

Mr. Youna. Yes; stay out of this area for 5 years. 

Mr. MacInryre. In milk distribution ? 

Mr. Youna. Yes. 

Mr. MacInryre. Was any other offer made to you by any other 
representative of the distributors outside of that one? 

Mr. Youna. To purchase my business ? 

Mr. MacInryre. No. 

Mr. Youna. I heard stories of them, but no direct offer was made. 

Mr. MacIntyre. You spoke about the representative of the health 
department speaking to you, and about Mr. Woodman and Mr. Wil- 
liams of the North Texas Producers’ Association speaking to you near 
the end of October. 

Mr. Youna. Yes, sir. 

Mr. MacIntyre, You stated that they informed you about the pros- 
ts of this war unless you raised your price. Did anyone else con- 

tact you and inform you of that prospect 4 

Mr. Youna. Indirectly, yes, and, directly, my brother-in-law, who 
is in the business, wrote me a letter telling about a meeting that he 
had with one of the major handlers who said that he didn’t want to 
come out with gallon or gallon equipment if we would fulfill certain 
conditions that he had. 

Mr. MacIntyre. Who wrote the letter? 

Mr. Youne. Glen Phillips. 

Mr. MacIntyre. Do you have the letter? 

Mr. Youna. Yes, sir. 

Mr. MacIntire. May we ask that you submit it for inclusion in 
the record? 

Mr. Youna. Yes, sir. 

Mr. MacIntyre. He names the people that spoke to him, does he? 

Mr. Youna. Yes, sir. 

Mr. MacInryre. Would you like to have that in the record? 

Chairman Parman. Without objection, it is so ordered. 

(The letter referred to is as follows:) 

Dear KettrH: Apparently some of your competitors aren’t very happy with 
the milk situation in Dallas. I ran into Earl Cabell at the dairy convention in 
San Francisco and he seemed quite concerned. There were two things that 
particularly bothered him—(1) the differential between the glass gallon out of 
the store and 2 one-half gallons of paper out of the store. He felt that this 

20474—58—pt. 1——2 
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differential should be 4 cents rather than 10 or 11 cents. (2) The fact that 
you are putting gallons in the Wyatt stores. He said that he thought other 
supermarkets would have to meet this price, and that the market would then 
be torn up. 

He told me that he was putting gallon bottling equipment in his plant to meet 
this situation unless it was corrected and that the other major dairies would 
buy gallons from him so that they, too, could meet it. He said that the gallon 
equipment was the cheapest insurance he could buy if it corrected the problems 
mentioned above without ever having to be used. 

Earl wanted me to talk to you about these problems and see if you wouldn’t 
either adjust your out-of-the-store price on gallons to within 4 cents per gallon 
of 2 one-half gallons of paper or not take on any more of the Wyatt stores. 
Otherwise he didn’t see any alternative but for him to begin producing gallons. 

Best regards to Jere and the children. 

Sincerely, 
GLEN. 

P. S.—Apparently Earl is afraid to talk directly with you because he thinks 
any conversation he has with you might be used against him in court. When 
he talked to me he said that he had hoped to run into your dad at the conven- 
tion and see if he couldn’t influence you in correcting what he (Earl) feels are 
problems to the industry in Dallas. -- 


Mr. MacIntyre. Will you submit it to the reporter. 

Mr. Cott. We have photostats. 

Mr. McIntyre. You are attorney for the witness? 

Mr. Cotum. That is correct. 

Mr. MacIntyre. Who was the man named in the letter as the rep- 
resentative of the distributor who spoke to Mr. Phillips about that, 
was it the owner of the Cabell Dairy ? 

Mr. Young. I believe the president or general manager. 

Mr. MacIntyre. Did others speak to you or to any representative 
of your organization about the prospect of this milk war unless you 
raised your prices ? : 

Mr. Youne. Most other contacts were made indirectly and ones 
that I just don’t have a record of or a recollection of any direct. 

Mr. clntyre. I have a copy of that letter form Mr. Phillips in 
my hand, Mr. Chairman. I would like the witness to read it for the 
benefit of the reporter. I see that the photostat is in longhand. We 
should make certain that the reporter has it properly. 

Chairman Patman. Will you read it, please. 

Mr. Young (reading) : 

Dear Ketru: Apparently some of your competitors aren’t very happy with the 
milk situation in Dallas. I ran into Earl Cabell at the dairy convention in San 
Francisco and he seemed quite concerned. There were 2 things that particularly 
bothered him—(1) the differential between the glass gallon out of the store 
and 2 half gallons of paper out of the store. He feels that this differential 
should be 4 cents rather than 10 or 11 cents. 

(2) The fact that you are putting gallons in the Wyatt stores. He said that 
he thought other supermarkets would have to meet this price, and that the 
market would then be torn up. 

He told me that he was putting gallon bottling equipment in his plant to 
meet this situation unless it was corrected and that the other major dairies 
would buy gallons from him so that they, too, could meet it. He said that the 
gallon equipment was the cheapest insurance he could buy if it corrected the 
problems mentioned above without ever having to be used. 

Earl wanted me to talk to you about these problems and see if you wouldn’t 
either adjust your out-of-the-store price on gallons to within 4 cents per gallon 
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of 2 half-gallons of paper or not take in any more of the Wyatt stores: Other- 
wise he didn’t see any alternative but for him to begin producing gallons. 
Best regards to Jere and the children. 


Sincerely, “ 
LEN. 


P. S.—Apparently Harl is afraid to talk directly with you because he thinks 
any conversation he has with you might be used against him in court. When he 
talked to me he said that he had hoped to run into your dad at the convention 
and see if he couldn’t influence you in correcting what he (Earl) feels are 
problems to the industry in Dallas. G. P. 

Mr. MacInryre. Do you have any additional information that you 
have not covered in your testimony and which you feel is relevant for 
inclusion in the record—such as a tabulation of your prices? If you 
have it, we would like to have you offer that for the record. 

Mr. Youna. Yes, I can give you a history of my prices since I 
started in business. 

Mr. MacInryre. Would you do that, specifying, of course, the 
basis for the price, butterfat content, the wholesale or net, and then 
what sort of delivery ? 

Mr. Young. Yes, sir. Wholesale delivery prices from April 26 to 
June 27, was 68.4 cents per gallon. 

On June 27, I started a quantity discount program so that it 
reflected my cost of selling smaller and larger customers. 

Mr. MacIntyre. That was available to all customers who could 
buy in that quantity ? 

Mr. Youne. Absolutely. I have no special discounts or no dis- 
counts that aren’t published to all of my customers. 

Mr. MacIntyre. You did not discriminate as between customers? 

Mr. Youna. None whatsoever. At that time, I extended 214 percent 
to those who bought 50 to 74 cases per week. And 5 percent of this 
68.4 cents to those who bought 75 or more cases per week. This made 
a low price of 64.98 cents per gallon. That was the minimum price 
that I sold milk at, until the 28th of November when I, of course, 
started this progression of dropping my price to stay in business when 
I was forced. My minimum price was 59.85 cents. 

On the 29th it dropped to 54.72 cents. 

On the 5th of December it hit a low of 46.17 cents. 

On the 17th of December it rose following the market to 54.72 
cents. 

On the 23d it rose once more to 58.85 cents, which is considerably 
below our prewar price and is still below cost. 

Mr. MacIntyre. These prices were on milk of about what butter- 
fat content ? 

Mr. Youna. These were on milk approximately 3.4 percent butter- 
fat. That would vary by 1 to 2 percent. It would stay above the 
minimum. 

Mr. MacIntyre. Substantially above the minimum requirements 
for the Dallas area ? 

Mr. Young. Yes, sir. And this price war is going on today. 

Mr. MacIntyre. Do you have any additional information that you 
feel would inform the committee about this matter ? 

Mr. Youne. I am, also, sure that the prices my competitors are 
charging for milk here in Dallas today are below cost. 

Mr. MacInryre. What is the basis for your asserting that ? 
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Mr. Younc. My prior experience in business similar to theirs. And, 
also, knowing my own costs and the additional costs and so forth. 

Mr. MacIntyre. How do you arrive at that? The price to the 
producer is about 46 cents a gallon. How do you build that up to 
show that the present level is below cost to those distributors? 

Mr. Youne. That my competitors are below cost ? 

Mr. MacIntyre. Yes. 

Mr. Youne. Of course, I know what they pay their route salesmen. 
That is, the percentage. They tell me that. And I have every reason 
to believe they tell me the truth. 

I know and have operated and have been in charge of milk routes 
previously. So I know what the costs are of oper rating trucks. I 
know about what the loads are on those trucks. So I know the dis- 
tribution costs and the packaging costs. And I have been well in- 
formed by members of my family who are in the milk business about 
what the plant costs should be if my competitors are efficient. 

Mr. MacInryre. Let us start off with that producer cost, the cost 
of milk at 46 cents per gallon—what would be the plant cost per 
gallon in round figures as you figured it out ? 

Mr. Younc. That would be hard 

Mr. MacIntyre. It would vary—evidently there would be a mini- 
mum and a maximum, but what would be the limits, the upper and 
lower limits? 

Mr. Youne. That would be difficult for me to break down step by 
step here without giving a lot of testimony. I would not want to 
mislead you. I would say, where one plant might save in plant they 
might have it in overhead or in paper. And taking the minimum cost 
that I know I would say this, these plants here in Dallas are below 
cost, it is something that I couldn’t tell you—we figure within hun- 
dredths of a cent in figuring our cost. 

Mr. MacIntyre. Let us turn to another item—what about the 2 
half-gallon paper cartons—what does it cost to package a gallon of 
milk in those ? 

Mr. Younc. Two paper half gallon, including wax, wire, glue, 
royalty and paper cost, will cost a national company just under 6 
cents. 

Mr. MacIntyre. About 6 cents a gallon? 

Mr. Youna. Just a shade under 6 cents. 

Mr. MacIntyre. Your use of the glass gallon jug does not run 
into that cost, because you use the container over and over again ? 

Mr. Youne. And the deposit covers the cost of the container and 
we do not lose on that if it is lost. 

Mr. MacInryre. We will be able to get some other cost figures 
later. Thank you. Thatis all. 

Chairman Patman. Mr. Steed? 

Mr. Sreep. You have mentioned the fact that a real-estate dealer 
came to you and offered to purchase your business. Can you name 
that dealer? 

Mr. Youne. His name was Dan Greenwood. 

Mr. Steep. Did he tell you who his clients were ? 

Mr. Youne. No; he didn’t, other than he said they were local people 
in the dairy industry. 

Mr. Sreep. Can you summarize for us the conversation you had 
with him? 
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Mr. Youne. He first called me on the telephone. He said that he 
was interested in purchasing my business. I said that I thought that 
this was a strange time to purchase my business when we were in the 
middle of a price war, but we would—I would be willing to talk to 
him about it if he wished to, but could not encourage him since I 
didn’t feel that during this sort of price war I could give him any 
figures on my company. So he said he would like to come out and 
see me and see if we could arrive at some basis. 

He came to my home one evening and said that he would like me 
to figure some way where he could make—carry this information back 
to his people and make an offer. He wanted to know the cost or the 
value of my equipment, land, building, and so forth. 

[ again told him that I couldn’t give him any detailed information 
because that is something that my competitors would probably like 
very much to have. 

So he said, “Well, maybe we could figure it out on the balancing of 
the assets and liabilities and then extend a bonus—cash bonus to you 
for not doing business in this area.” 

He also repeated many times that his clients were losing money 
in this price war, wanted to make this—to consummate this deal if 
it could be done within 3, 4, or 5 days. Otherwise, if I didn’t sell 
right away, why then I would be driven—broken, and there would be 
no further offers. 

So I told him that I would balance the liabilities and assets in a 
certain way and he could go back and make me an offer, but I would 
give him no details about my business. He said—and I believe that 
was a Wednesday or the middle of the week—and he said he would 
see me Friday. 

And I said, well that would be fine. 

And then he called me the next day, several days before Friday, 
and said that he just happened to be in my neighborhood and would 
like to come out to see me. 

I said, “Well, come out in half an hour and I will talk to you.” 

At that time he made a cash offer balancing my assets, and said I 
was a lucky young fellow to be able to get out and make money in this 
way. 

I said I was not interested. I said I would be broke shortly and 
I asked him to leave. 

Mr. Srerep. What do you attribute that sort of an interest in your 
business to when you only handle 1 percent of the volume—how could 
you be that important to anybody if you handle only 1 percent of the 
volume ? 

Mr. Youne. That is a very difficult one to justify. I can’t really 
justify that, when the plans for my business are such it can’t be 
economically operated a great deal larger than it is. I can’t under- 
stand why the industry would do that. 

Mr. Sreep. As I understand the law requires you to process or 
pasteurize this milk in the plant that you own before you sell it. 
What do you do with the milk after you get it from the co-ops? 

Mr. Youna. I pasteurize it. Of course, add the vitamins to it, 
homogenize it, bottle it under the existing public-health requirements, 
and sell it to the wholesaler customers. 

Mr. Steep. Does that machinery have a capacity ? 
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Mr. Youna. Yes, sir. That machinery has a capacity. To give 
you an idea, the room in which we do all of this homogenizing and 
pasteurizing and bottling is 13 by 20 feet. That plant, the building 
measures approximately 26 by 40 feet, and that plant just couldn’t 
do a volume of business to hurt anybod 

Mr. Streep. If you ran to capacity how many gallons of milk could 
you handle in a day? 

Mr. Youne. If we ran the equipment on 2 shifts, just leaving time 
to clean up, so that we would start up again, we could probably bottle 
4,000, maybe 5,000, gallons in a day, but then we would be in such 
congestion, loading route trucks, that we would have some serious 
other problems. 

Mr. Steep. What volume of the total would that be then ? 

Mr. Youna. That might raise it to 1144 percent of the Dallas-Fort 
Worth marketing area. 

Mr. Streep. In your experience in the milk business can you give us 
any comparative information as to what a consumer of milk, say, in 
Kansas City, or other metropolitan areas, comparable areas to Dallas, 
pays compared to what the consumer in Dallas is paying for milk? 

r. Youne. That would be hard. I have been so close to this that 
I haven’t kept up with what the prices were in other cities. I haven’t 
time to do that. I really couldn’t accurately give you an estimate. 

Mr. Steep. That is all. 

Chairman Patrman. That is all. Thank you very kindly. Sir, 
you will cooperate with Mr. MacIntyre, the counsel, if he desires 
further information, I assume. 

Mr. Youne. Yes, sir. 

Chairman Patrman. Call the next witness. 

Mr. MacIntyre. Mr. Richards and Mr. Alexander. 

Chairman Patman. Do you solemnly swear that the testimony 
you are about to give before this subcommittee will be the truth, the 
whole truth, and nothing but the truth, so help you God ? 

Mr. Ricwarps. I do. 

Mr. Atexanper. I do. 

Chairman Patrman. Identify yourself for the record. 


TESTIMONY OF HARVEY L. RICHARDS, SR., PRESIDENT, HYGEIA 
DAIRY CO., HARLINGEN, TEX., ACCOMPANIED BY JAMES ALEX- 
ANDER, EXECUTIVE VICE PRESIDENT AND GENERAL MANAGER 


Mr. Ricwarps. I am Harvey L. Richards, president of the Hygeia 
Dairy Co., Harlingen and Corpus Christi, Tex., and this is Mr. James 
Alexander, executive vice president and general manager. 

Mr. MacIntyre. You received a subpena from Mr. Patman, the 
chairman, to appear here this morning ? 

Mr. Ricuarps. That is correct. 

Mr. MacInryre. Will you pass it over, please. 

Mr. Ricuarps. Yes, sir. 

Mr. MacIntyre. One of the reasons why you were asked to come is 
because of a situation that developed in Corpus Christi recently. It 
was so similar to the situation in Dallas that it was felt that it would 
be of benefit to the committee to have your testimony on that situa- 
tion. 
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Did you identify the name of your company. You said Hygeia? 

Mr. Ricuarps. Hygeia Dairy Co. 

Mr. MacInryre. It is located at Harlingen, Tex. ? 

Mr. Ricuarps. With a branch office at Corpus Christi. 

Mr. MacInryre. And the main market for the milk that you dis- 
tribute is what town? 

Mr. Ricnarps. The lower Rio Grande Valley comprised of Cam- 
eron, Hidalgo, and Willacy Counties, and then we distribute in Cor- 
pus Christi and as far north as Beeville. 

Mr. MacInryre. Do you have a statement you are prepared to read 
regarding the history of your organization, and your operations? 

Mr. Ricwarps. Yes. 

Chairman Parman. You may proceed. 

Mr. Ricuarps. In December 1954 we purchased a corporation in 
Corpus Christi, Tex., which was titled “Karr Milk & Ice Cream Co.” 
and which had formerly been titled “Grisham’s Ice Cream Co.,” and 
through this purchase we became active in the Corpus Christi mar- 
ket. In January 1956 the Hygeia Milk Products Co., of Harlingen, 
Tex., was merged into the old Karr Milk & Ice Cream Co. corpora- 
tion and the title of the old Karr Milk & Ice Cream Co. was changed 
to Hygeia Dairy Co. 

At the time of our entering the Corpus Christi market the com- 
panies operating there were the Carnation Co. and the Borden Co. 
and another independent known as Knolle Jersey Products Co. Car- 
nation had entered that market only approximately 2 years prior to 
the time we entered the market. 

Prior to the entry of Carnation into the Corpus Christi market 
the only discounts or discriminatory practices that we have been able 
to discover were by the Borden Co. in only a few accounts. These 
were under-the-table discounts. 

When Carnation entered the market they did so with under-the- 
table discounts far in excess of those of the Borden Co., and about 
the same time the Borden Co. stepped up their practice and later, in 
order to save or keep from losing a few accounts, the Karr Milk & 
Ice Cream Co. did give discounts to some 3 or 4 customers who had 
been offered discounts by the Borden Co. and/or Carnation Co. After 
we purchased the business in Corpus Christi, we discontinued the 
discount practice. 

As far as we have been able to determine, Knolle (the only other 
independent small business doing business in that market) was not 
giving discounts for milk until some time this year, 1957. I am 
confident that Knolle’s move in giving discounts was only for the 
purpose of saving the loss of accounts and business that were being 
taken by Borden, Carnation, and Foremost. 

It was approximately about a year after we entered the Corpus 
Christi market that Foremost entered the market and they were giv- 
ing excessive discounts even greater than the Borden Co. at the time 
they entered and ever since they have been in the market. Their 
discounts have been on the same scale as Carnation. 

During the latter part of 1955 we employed General Research Co. 
to make an investigation in connection with the practices in Houston 
and the practices in the Corpus Christi market. This report is avail- 
able for your information. 
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Mr. MacIntyre. Do you have copies of those reports with you? 

Mr. Ricuarps. Yes, sir, I do. 

Mr. MacIntyre. You spoke of the General Research Co. Where is 
that company located ? 

Mr. Ricuarps. It is at 521 City National Bank Building, Houston, 
Tex. 

Mr. MacIntyre. Will you read the synopsis, the summary of the 
first page of each of those reports for the benefit of the committee ? 

Mr. Ricuarps. This first report is in the Houston area, and is 
headed “Milk Survey”: 


Executive of a wholesale grocery company states milk companies uniformly 
follow the practice of giving discounts, by financing fixtures, signing notes for 
retailers, and by giving cash discounts. South Texas Milk Producers’ Associa- 
tion controls the price of raw milk in Houston territory. Borden Co. appears 
to be firmly entrenched in this area, and in most instances dock prices are not 
discounted. On west coast, Arden Farms operate their own grocery company, 
and Foremost owns a chain of supermarkets, through which they sell their 
own products. Carnation and Foremost are reported to be expanding their 
outlets in Houston area, and Foremost may distribute their own canned milk 
line here. Carnation spent $50,000 for fixtures for Randall’s Store No. 3, 
Pasadena, Tex., and, also, financed fixtures for Belden’s Store, Bellaire. Execu- 
tive of Morris Sewall Wholesale Grocery Co., refused to confirm fact that 
Carnation has granted these discounts. R. C. Evans, a Carnation employee, 
has a large individual checking account at the National Bank of Commerce, 
Houston, from which he issues numerous checks each month, payable to retail 
grocers in Houston. Owner of retail store exhibited a check for $26.35 given 
by R. C. Evans for such discount. Owner of Randall’s Stores confirmed fact 
that Carnation has financed fixtures in his stores, and states Carnation pays 
for signs and other advertising matter. 

Foremost gives 7 percent discount to Minimax Food Liner, and has financed 
outdoor advertising signs. Numerous retails stores and restaurants have fur- 
nished prices they pay for milk and volume purchased each week. 


Mr. MacIntyre. Will you read the summary of the second volume? 
Mr. Ricuarps. The second is in the Corpus Christi area. 


Discounts are given by Borden Co., Carnation Milk Co., and Foremost, to res- 
taurants, hotels, and retail grocery stores in the Corpus Christi area. Borden 
Co. usually gives— 


I believe this is— 


5 percent discount, and a check is issued to the recipient at the end of the 
month from the Borden Co. Invoices submitted by the Borden Co. to White 
Plaza Hotel were examined, which reflected the discounts on the face of the 
invoice, to which invoice was attached a statement from the Borden Co. that 
the invoice is subject to 5 percent discount. John Miller exhibited a check 
for $28.92, given him by Borden Co. as 5 percent discount for milk purchased 
during October 1956. Persons admitting that they are presently receiving dis- 
counts from milk companies are manager of the Driscoll Hotel, auditor, White 
Plaza Hotel, owner of the Chicken Shack, Miller’s Grille, Mammy’s Cafeteria, 
MeVay’s Cafeteria, Moore’s Food Store, and Bonham’s Food Stores. Numerous 
small grocery stores admitted that they are not receiving discounts, although 
some of the stores sell a large amount of milk each month. Only officials at 
Jitney Jungle, Biel Food Stores, and Parr Drug Store refuse to admit or deny 
that discounts are given them. 


I would like to say that the first one is dated October 1, 1955, and 
the second is dated November 2, 1955. I would like to note that. 

Mr. MacIntyre. The material is quite voluminous in the report. 
I would like to ask, Mr. Chairman, that we receive the reports as 
an appendix to the record. 

Chairman Parman. Without objection that is so ordered. 
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(The two documents referred to will be found in the appendix.) 

Mr. MacIntyre. The three large distributors referred to there do 
a nationwide business, do they not ? 

Mr. Ricnarps. That is correct. 

Mr. MacInvyre. But the other people such as yourself distributing 
in Corpus Christi are for the most part local distributors; is that 
correct ¢ 

Mr. Ricrarps. Yes. 

Mr. MacInryre. Now will you please proceed with your state- 
ment. 

Mr. Ricwarps. Either very late in 1955 or the early part of 1956 
Carnation and Foremost came out with a printed discount schedule 
which, as far as we can determine, was considerably in excess of the 
under-the-table discounts still being offered by the Borden Co. 

Our contention is that Foremost and Carnation entered this market 
with discounts far in excess of anyone else in the market for the 
express purpose of obtaining business and that the situation developed 
into a battle between the national dairies, very adversely affecting the 
independents in the market. In May of this year in an attempt to 
protect our position in the Corpus Christi market and stop the loss 
of accounts due to discounting by Carnation, Borden, and Foremost, 
we feel it necessary to ests ablish some type of volume discount that 
could be made available to all customers and this was done. The 
discounts were 2 percent, 314 percent, and 5 percent. Five percent is 
the maximum discount that we were giving until some time in July 
of 1957. 

It was in July of 1957 that Bonham’s Grocery, a chain comprised of 
three grocery stores in the Corpus Christi market, introduced gallon 
jugs in the Corpus Christi supermarkets. They obtained these jugs 
from a small independent, Jersey Products Co. in Kingsville, Tex. 

Gallon jugs had been in the Cor ‘pus Christi market for quite a 
number of years but had only been in very small dairy stores which 
had practically no impact in the market. The Borden Co. at this 
time became very excited regarding the introduction of the gallon 
jugs and offered one of the larger chain operators and some of the 
other larger chain operators half gallons of glass milk with a 10 
percent discount. 

Foremost Dairies about this same time reduced the half-gallon paper 
container 2 cents per half gallon, which made it the same price as 
half gallons of glass in the market and in addition gave a 10-percent 
discount. 

Historically, in the Corpus Christi market milk in paper has been 
higher than milk in glass by 1 cent per quart or 2 cents per half gallon. 
Foremost’s move in ‘reducing the price of paper to the same price as 
glass resulted in their obtaining a very large increase of sales through 
the supermarkets in Corpus Christi at the cost of Hygeia, Knolle, 
and Borden. When we became aware of the practices of Borden and 
Carnation, we met the half-gallon price on glass by giving a 10 per- 
cent discount on half gallons of glass. We maintained the original 
price on half gallons, making no ‘attempt to meet Foremost’s compe- 
tition. 

This condition continued about the same basis until around the 
middle of October when Borden announced a 2 cents per half gallon 
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increase in glass half gallons of milk, bringing their glass and paper 
half gallons to the same price wholesale. Shortly after this Fore- 
most raised their paper half gallons to the same price as Borden’s . 
paper half gallons, and shortly thereafter we followed suit, hoping 
that the situation would clarify itself. I believe in Borden’s price 
announcement they took off their 10 percent discount but Foremost 
failed to do so, and Borden reinstated their 10 percent discount and 
we followed suit. 

During all of this period these discounts were principally aimed at 
grocery or chainstore outlets by Borden and Foremost. 

However, it is my opinion that Borden was giving this discount 
based on volume ranging from 2 to 10 percent to all outlets that did 
sufficient volume to justify the discount including cafes. We tried to 
follow as closely as possible the pricing and remain competitive with 
the Borden Co. This has proven very costly. 

About the middle of November Borden announced a reduction in 
price to cafes only in the city of Corpus Christi, which resulted in a 
price comparison as follows: 

Mr. MacInryre. That is November 1957? 

Mr. Ricuarps. Correct. The first prices are Hygeia prices and the 
second are Borden prices. 


——_$_$_$______- — -— _— re ~ — ; — 


Hygeia | Borden 
| 


ee | fn 


| 
I ina i at ee eS aT | $0.84 $0. 79 
Bulk skim s heaitaedenes ashlee a deiiek-tcmaewestinds = . 60 | . 56 


Half and h: alf quarts dadepsencurontt 55 | . 52 
{ 


Apparently Borden’s sole purpose in this reduced price to cafes 
was to secure cafe accounts that we and Knolle were serving. This 
was emphasized in that Borden manager and sales personnel con- 
centrated on soliciting our cafe accounts and were very critical of 
Hygeia in the process. 

In fact, they have made threats of bringing the same discount 
policies and price reductions into the Rio Grande Valley area that 
are in effect in the Corpus Christi area. Asa matter of fact, they are 
the latest comers to the Rio Grande Valley and they are the only 
ones that have ever offered to give discounts in the Rio Grande Valley 
with the exception of Metzger’s Dairies who operated down here only 
a few months and then withdrew from the Rio Grande Valley. 

Now attached to this is a tabulation. Do you want me to read it? 

Mr. MacIntyre. I do not believe it will be necessary to read all of 
the factual details about the price changes but we would like to have 
them offered for inclusion in the record. 

Mr. Ricwarps. That is correct. 

Mr. MacIntyre. They show your price and comparison of them 
in each of those markets? 

Mr. Ricuarps. Yes, sir. 
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(The tabulations referred to are as follows:) 


Prices effective Apr. 8, 1957—Hygeia 
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Wholesale Retail 
Pasteurized milk ¥% gallon $0. 41 $0. 47 
Do .-.quart_- .21% . 25 
Do... ...quart carton -. 21% . 26 
Homogenized milk- - -- ‘ gallon . 80 . 92 
Do -----% gallon_- .42 .49 
Do -%-gallon carton -| 44 | .51 
Do ---quart__| . 214%} . 25 
Do._.. -quart carton ._| 22% . 26 
Do. ania pint carton__| 0D. frasetanseuss<- 
Do.. . _4%-pint__| .054)---- i 
Do - ¥4-pint carton_- , ae. 
Fortified milk. .-gallon. Rg Seed ai 
Do i 3% -44-gallon carton~ -| - 46 52 
Do ai -----quart carton... . 24 27 
| 
May 9, 1957, Hygeia put in sliding-scale discounts to meet Borden’s. Foremost 
and Carnation were larger. Hygeia discounts: 
Percent 
0: We cpa entsacinst biota tamaeatel wae iliac co bcacdets Gielen iene Capes Rigen 2 
90 'te GO 2 PR i A a pre Viadied 3% 
ONO Sc. a A salle SILLS A a Eh Sh) Std es toe aomiesianpaicaahebtidenee neat 5 
July 2, 1957, price changed up 1 cent per quart. 
Prices effective July 2, 1957 (wholesale) 
Hygeia Borden 
Glass Paper Glass Paper 
Fortified bulk milk gallon $0. 88 i 
Homogenized milk, bulk do x4 a 
Fortified skim milk do . 60 $0. 84 
Chocolate milk, bul do 92 - 
Buttermilk, bulk do 74 
Fortified milk gallo 0.48 
Pasturized milk do . 43 $0. 43 ; 
Homogenized milk do 14 46 4 . 46 
Fortified skim milk do oot . 37 
Buttermilk do 41 -41 
Fortified mil quart 25 
Pasturized milk do 22% 22! 
Homogenized milk do 22! 2314 22% 234% 
Fortif skim milk do 20 Ss 
Half and half do 55 55 
Chocolate milk do 25% 2416 254% 
Buttermilk do . 21 20 21 
Orange ao 18 ot .18 
Whipping cream do 1.16 1. 16 
Homogenized milk pint 12% sins 
Half and half_. do 28 27 28 
Yogurt do 25 3 
Orange do . 09 | 
Homogenized milk 6 pint . 0534 .06% 0534) . 06% 
Half and haif do 15 | 
Whipping cream do . 30 | . 30 
Chocolate milk. - do 0684 0644 06% 
Buttermilk do . 06 05%) . 06 
Orange. - do . 05 0414) 05 
Sour cream do 28 oat 
Cottage cheese 12 ounces 23 | .23 
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August 15, 1957, Borden’s started discounting glass ™%-gallons on sliding 
scale—maximum 10 percent on $15 daily purchase. Hygeia wct this discount 
with: 
Percent 
Pee a ee ak AT) FT : p 5 
2O°0e BO kt De a oS an am 714 


15 and up 


October 21, 1957, Borden raised price of milk in glass containers to the same 
price of milk in cartons, as follows: 


LN RSE 13) LER ee ee a eS A 1% gallon__ $0. 46 
Is ihc dveinh exch deb spbcnbinidibaeninsmemment (or . 46 
ie a earl wees es lasapsbnec ca paneswiicn i uatienia diet ct quart__ . 2314 
ee eer er 2 SE SS ie tinietisensuesh intemal | a . 231% 


October 21, 1957, Borden put in sliding scale discounts on every item except 
butter and eggs—maximum 10 percent on $30 daily purchase—did not combine 
stores—Hygeia met this discount October 22, 1957 with: 

Percent 


a a ee ahs males 21% 
Nee ee eT eee een eee eee eee ee Sindh aeccsetemeres 5 
ere Ee ie tk ee eee re Em te Ne ee imeem 7% 
I a i ine bigs leas us olseianins seis beSoiaal 10 


November 18, 1957, Borden lowered price on bulk milk 5 cents per gallon; 
Skim milk bulk; 4 cents per gallon, half and half 3 cents per quart. Knolle net. 

December 1, 1957, Borden lowered retail price on home delivery 2 cents per 
one-half gallon on homogenized, glass; 2 cents per one-half gallon on fortified 
milk, glass. 


December 1, 1957, prices in effect as follows (one-half gallon containers) : 


| Borden’s Hygeia 














| ete! d Z Knolle, “i — 
| paper 
| Glass Paper | Glass Paper 
Sa ae diictienadiaiianeieal ements - —_——_|—— = 
Homogenized______- ; at ate eat $0. 49 | $0. 53 $0. 53 $0. 51 | $0. 53 
Fortified : i ‘ . 52 . 54 ; a . 54 
Price comparison 
Item Corpus San Houston | Dock 
Christi Antonio | price 
Paying price _- ease $8. 329 $6. 119 $6. 62 ss 
Wholesale glass, homogenized: 
Quarts_._ - a : . 22% 2 None : 7 
16 gallons ‘ .44 . 44 .44% $0. 392 
Wholesale paper, homogenized: | 
Quarts. 3 ; . 23% . 24 24 | . 
16 gallons_____- ht) : os . 46 . 46 . 4644) .40% 
Discounts (percent): 
Carnation 10 15 5-15 
Foremost. - - | 10 12 
Borden " s | 10 . 
Metzger’s___- di 15 : 


Mr. MacIntyre. Had you completed your statement ? 

Mr. RicHarps. Yes, sir. 

Mr. MacIntyre. I would like to ask about this threat to which you 
made reference, about the threat that Borden made, of bringing the 
discount policy and price reduction into the Rio Grande Valley. Can 
you tell us more about that? 

Mr. Ricuarps. That was the conversation that was had with Mr. 
Alexander, and I prefer that he give that information. 
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Mr. MacInryre. Mr, Alexander of your company ? 

Mr. Ricnarps. Yes. ; 

Mr. MacIntyre. Will you tell us about it? 

Mr, Avexanper. I was talking to the Borden manager on the tele- 
phone, trying to arrive at this new cafe price that he had just put 
into the market that we had heard of, because of the fact that we were 
getting calls from our cafes that the Borden Co, was soliciting them 
and offering them a cheaper price than we were selling for, and I 
wanted to get that price clarified and try to find out what the price 
was, which I did. 

During the course of this conversation the Borden manager was 
very unhappy with our practices in the market it seems; in fact, he 
stated that we had taken some cafes off from him in the last 30 days. 
He was mainly objecting to our selling practices and our advertising 
practices. 

We have a sign department in our company maintained by our 
company that does advertising work in cafes or supermarkets or drug- 
stores or anything of that type. We have a set policy on that—a writ- 
ten policy—that those boys are to use as to the type of signs that they 
put into a drugstore or a cafe and what they advertise. And they in 
every case are where our name or our products are connected with 
this advertising. And this manager was very critical of that policy 
of ours and said that we were getting business from him and it was 
going to have to stop. And that was the reason that he had dropped 
the price of his cafe milk. And if we didn’t stop at that, eventually, 
they would have to bring the price policy into the Rio Grande Valley. 
And he thought then after we looked at our profit picture after a year 
that we would be very happy to stop those practices and quit taking 
business off of him. 

Evidently, according to his statement, why it was wrong for us 
to keep the business that we had. 

Mr. MacIntyre. Can you identify the Borden man ? 

Mr. Auexanper. Yes, sir; Mr. Glenn Wood. 

Mr. MacInryre. Can you fix the time or approximately the time 
that that threat was made to you by Mr. Wood ¢ 

Mr. Anexanper. It was on or about November the 19th of this year. 

Mr. MacIntyre. 19577 

Mr, ALexanper. Yes, sir. 

Mr. Ricuarps. There is one other statement that I would like to 
add to this. The retail price of half gallons of milk reached a low 
price of 35 cents a half gallon, a paper half gallon, and 2 half gal- 
lons for 69 cents, that is, the retail price out of the stores to the 
consumer. 

Mr. MacIntyre. But that did not occur until after July 1, 1957, 
cid it ? ) ' 

Mr. Ricuarps. Right; that is when the gallon jug got into it. 

Mr. MacInryre. That is when the second gallon jug distributor 
got into the picture ¢ 

Mr. Ricrarps. That is right. 

Mr. MacIntyre. As long asthe small insignificant operator was sell- 
ing glass gallon jugs in his little stores no disturbance occurred, did 
it ¢ 

Mr. Ricuarps. That is correct. 
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Mr. MacIntyre. But when Donald Bonham established a gallon 

ae a larger operator, then the price war started on July 1? 
r. Ricuarps. That is correct. 

Mr. MacInryre. In that respect it seems similar to the Dallas sit- 
uation of November 1957. And it was for that reason that Mr. 
Richards was asked to tell the committee about that. 

What is the price today, the differential between glass gallon jugs 
and the price of milk per gallon in paper containers ? 

Mr. Ricuarps. I will ask Mr. Alexander to answer that question. 

Mr. Atexanper. Of course, these gallon jugs that the stores have 
put in have been removed. 

Mr. MacIntyre. They are out now? 

Mr. Auexanver. Yes. You see, this has been going on about since 
= 1 of this year, which is quite a long time. Now this small 

allon-jug distributor that had five stores in Corpus Christi, Mr. 
hompson, he is already out of business. He sold out to the Old 
Bossey Milk Co., and all he got for his business was that this milk 
company who was not interested in this thing, they just went in and 
took over his operation, and took over the mortgages on his equip- 
ment. In fact, he has not enough money left to pay his creditors. 

Mr. MacIntyre. So as of today the 2-gallon jug operators are out 
of business ? 

Mr. Atexanper. Except the company that took him over are sell- 
ing jugs from the five stores that they bought from Mr. Thompson, 
but the gallon jugs have been removed from Mr. Bonham’s stores. 

Mr. MacIntyre. What is the differential between the price of the 
gallon jugs that are being sold and the price per gallon of milk in 
other types of containers as of today ? 

Mr. Arexanver. I cannot tell you today what the price of the 
gallon jugs are today. Now at the time this started the gallon jugs 
were selling for approximately 90 cents. This is back at the 1st of 
July. And the paper cartons out of these stores were selling for 
$1.02. 

Mr. MacIntyre. About 12 cents differential ? 

Mr. Atexanper. That is correct. 

Mr. MacIntyre. That large differential does not exist today in 
your territory ? 

Mr. Atexanper. I imagine that it is about the same. The grocery 
store price on paper half-gallons has increased considerably since 
that low of 69 cents a gallon that they reached and stayed there for 
so long. They stayed at 69 cents a gallon for, I would say, 60 or 90 
days. In the last 60 or 90 days that price is up now. The last check 
I had on it—I have been out of town for about a little over a week— 
the last check I had on it why the lowest price out of the stores at 
the present time is approximately 90 cents a gallon. 

Mr. MacInryre. In paper half-gallon containers ? 

Mr. Atexanper. That is correct. 

Mr. Ricwarps. And the glass would be about 89 or 90 cents. 

Mr. Atexanper. I imagine that it is. 

Mr. Ricwarps. The glass gallons. 

Mr. MacIntyre. So they are approximately the same now? 

Mr. Ricuarps. Yes. 

Mr. MacIntyre. The differential having been practically elimi- 
nated ? 
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Mr. Ricuarps. There may be a small differential, but we have not 
checked the gallon jug price for some time. 

Mr. MacIntyre. What part of the total market do you think your 
company enjoyed in the Corpus Christi market, Mr. Richards? 

Mr. Tice tats: In the Corpus Christi market, oh, I would say we 
are about 5 percent, between 5 and 10 percent. 

Mr. MacInryre. Your company, is really one of the small op- 
erators in that market? 

Mr. Ricuarps. In that Corpus Christi area. 

Mr. MacIntyre. How many distributors are involved there? 

Mr. Ricuarps. Borden, Carnation, Foremost, Hygeia, and Knolle 
in Corpus Christi proper. 

Mr. MacIntyre. Only five? 

Mr. Ricwarps. Yes. 

Mr. MacIntyre. Would Knolle—— 

Mr. Ricuarps. Except—now wait a minute, except the little gallon 
Jug store business which isn’t even 1 percent. , 

Mr. MacInryre. Would Knolle be larger or smaller than your 
distribution ? 

Mr. Ricuarps. Knolle and Borden, I would say are the big domi- 
nant distributors there. Foremost has gained considerably in that 
market. They are selling more milk than we are there now. 

Mr. MacIntyre. So they would be the big 3 and you would be the 
fourth 1 in line with about 5 to 10 percent ? 

Mr. Ricnarps. Yes, sir. 

Mr. MacInryre. I believe that is all. 

Chairman Parman. Mr. Steed ? 

Mr. Streep. No questions. 

Chairman Parman. Call your next witness. 

Mr. MacIntyre. Is Mr. Callaway in the room ? 

Chairman Parman. I understand that you expected him to come 
this afternoon ? 

Mr. MacIntyre. We expected these 3 witneses to take up the time 
until 12 o’colck and thereafter. We are prepared now to call another 
witness if he is in the room. 

Is Mr. Quentin Lusby in the room ? 

Chairman Parman. Mr. Lusby, will it be all right with you to 
testify now ? 

Mr. Lussy. So far as calling names, I can call names so far to my 
knowledge. 

Chairman Parman. That is all we expect you to do. You do sol- 
emnly swear that the testimony you are about to give before this sub- 
committe, will be the truth, the whole truth, and nothing but the 
truth, so help you God? 

Mr. lLussy. I do. 

Chairman Parman. You may proceed. 


TESTIMONY OF QUENTIN LUSBY, INDEPENDENT MILK OPERATOR, 
DALLAS, TEX. 


Mr. Lussy. I was an independent milk operator in the Dallas milk 
shed. 
Mr. MacIntyre. Where was your business located ? 
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Mr. Luspy. Mine was processed by Triangle Dairies on Forest and 
lith Streets. 

Mr. MacIntyre. How long have you been engaged in that type of 
operation / 

Mr. Lussy. In that type of operation I have been engaged in the 
neighborhood of 10 or 11 months. 

Mr. MacIntyre. Are your sales in paper or glass containers ? 

Mr. Lussy. In glass containers, half-gallon. 

Mr. MacInryre. You never got into the glass gallon / 

Mr. Lussy. I started in the jug gallon. That is with Beverly Hill 
Dairy. I was operating his plant as plant foreman, and to my knowl- 
edge I believe I went to work for him in about December and we 
made a changeover in the plant. We were using what was known as 

vat type, which is slower than your short-time ‘pasteurizing and em- 
ployed me to make the changeover. He had obtained a short-time 
pasteurization equipment, and I had experience in that line. And | 
was there making the changeover in his plant and running his plant, 
which I did. 

The men were paid on an hourly basis so I talked with him about 
getting up a gallon route, which we agreed on at a price to be proc- 
essed. And I put a driver on there and ran his plant, also, and in 
the evening I would solicit business. And I operated there up until 
about 3 months ago, or 4 months, and decided that I could do a little 
better in the half- gallon jug business, and I talked to Mr. Swengel 
who is the owner of Triangle about processing milk for me to use 
which he agreed to. 

So I changed my route over to the half-gallon container and started 
in business then on that. 

Mr. MacIntyre. How do your prices on the half-gallon container 
compare with your competitors’ prices who are selling in half-gallon 
containers { 

Mr. Lussy. Well, about 6 cents difference. My prices was more in 
line with the gallon jug container 

Mr. MacIyryre. Have you heard of any criticism from any of the 
other distributors about your pricing policies or the pricing policies 
of the gallon-jug distributors ? 

Mr. Luspy. Well, my brother-in-law, Elmer Johnson, is superin- 
an of Triangle Dairy plant. After I had been operating there 

‘about a month, he came over one morning all excited, that he had 
ad a call—and I don’t remember the man’s name, but he was 
from Oak Farms Dairy and he had made an offer that he would give 
me a list of all Jere Dairy stops where Jere Dairy is located in Gr: ‘and 
Prairie if I would not bother their stops, and if I didn’t.then they 
were going to start a milk war and put me out of business. Well, 
I just shrugged it off. I was busy. I was trying to make a living 
and didn’t pay much attention to it. 

About 4 days later, his son is driving a wholesale truck, while I was 
unloading a truck, and pulled this list of Jere Dair y stops and loca- 
tions out of his pocket and offered it to me and I told him, “No, 
Martin; I don’t operate that way. If I go to bucking and I am losing 
business I am just out to get business and put on a route. And Ido 
not want the list.” 
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So he put the list back in his pocket and went off. I didn’t accept it. 

Mr. MacInryre. Are we correct in our understanding your testi- 
mony, then, that you were approached and it was insisted that you 
undertake to put Jere Dairy out of business, and if you did not do 
that you would be put out of business ? 

Mr. Lussy. They offered the list of Jere’s stops, every location, 
if I would leave their stops alone. Otherwise, they would start a 
milk war and put me out of business, which they did. I am not 
operating today. 

Mr. MacIntyre. You are out of business now ? 

Mr. Lussy. I am out of business. 

Mr. MacIntyre. You didn’t do what they asked, and you have been 
eliminated ¢ 

Mr. Luspy. Yes; I have been eliminated. 

Now, back at the time that I was with Beverly Hill Dairy, it 
just came to my mind that I had a store out on Second Avenue, and 
the name of the grocery was Jere’s Grocery, and he was selling it. 
When we put the milk out at 65 cents a gallon, we would ask not 
to exceed 75. We wanted to get the volume. He was exceeding our 
price, selling, I believe, in the neighborhood of 79 cents. My driver 
reported it to me and so I told him that, that he would have to get 
in line on the 75-cent price, that we could not serve him—which “he 
didn’t do. Well, I told the driver to inform him of a certain date 
we would quit serving him because of the differential in price. Mr. 
Jere came out to our place in Beverly Hill Dairy and said that he 
couldn't cut our price down to 75 cents. Of course, we asked the 
reason why he couldn’t. He had onube a deal with Foremost Dairies 
not to sell our milk below a certain price of Foremost milk because 
Foremost was financing an enlargement of his store. And I couldn’t 
go along with him. I ‘told him I believed he had no right to use my 
product as a bargaining agent with this dairy, and so I cut him off. 
And about, I believe it is a week later, this Jere Dairy I started in 
Grand Prairie and they started to serve him. What happened since 
then I don’t know. 

I had one stop in South Dallas, on Poyne Street, Gray’s Grocery. 
My son was with me on the route, helping me with the route. We 
went into the grocery store and him and his wiie, all of legal age 
said, “You boys won’t be im business long now. They have told 
us that they are going to start a war and ‘put you out of business. 
You won't be in business 30 days.” 

Mr. MacIntyre. About when was this? 

Mr. Lussy. About 3 weeks before Thanksgiving. And then we 
have our Borden driver out there. And the same neighborhood, of 
course; their names can be traced from their routes. He was con- 
tinually—we would make stores together and he said he had been 
dealing with his supervisor and these drivers had been informed 
to get all of their debts paid off; they would not be making as much 
money later on because they were going to start something and put 
us out of business. He said that he had paid off all of his debts, 
everything but his home. And, furthermore—this is repeating the 
Borden driver—they had made the drivers start loading their own 
trucks instead of having men to load them for them, to cut the 
expenses so they could get into what was to come. 

20474—58—pt. 13 
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Mr. MacIntyre. This was 2 or 3 weeks before the price war actu- 
ally started ¢ 

Mr. Lussy. Yes, sir. It could be 30 days when it started. And, of 
course, naturally, I did hear a lot from the grocery men. They knew 
what was going to happen. I paid no attention, because we put 
out a very small amount. We didn’t put out over about $600 loans 
a day. But it kept us busy and we didn’t have time to chat and 
goon. We just would nod and that was it. 

Mr. MacIntyre. Even though the prices that you were charging 
when you were in business were lower than those charged by your 
competitors, you were still covering your cost of doing business ? 

Mr. Lussy. My cost when I quit business was 56 cents a gallon, and 
I was selling it as 64 cents a gallon. 

Mr. MacInryre. If the price war hadn’t started, you could have 
enjoyed a profitable business, do you think? 

Mr. Luspy. Yes, sir; I could, and a job which I have been—the 
reason I just came in this morning, I have been busy looking for em- 
ployment. And that is one of the reasons I started this route. When 
you get 48 years old, people kind of shy away from you on employ- 
ment. 

Mr. MacInryre. Is there anything else that is relevant to this 
inquiry here this morning that you think that you can inform the 
committee about ? 

Mr. Lussy. No, sir; nothing that I could really call facts, other 
than what I have stated. 

Mr. Macintyre. Mr. Chairman, that is all I have. 

Chairman Parman. Are there any questions? Mr. Steed? 

Mr. Streep. No. 

Chairman Parman. Thank you very kindly. 

The committee will stand in recess until 1: 30 o’clock, in this room. 

(Whereupon, at 11:45 a. m., the hearing was recessed, to reconvene 
at 1:30 p. m., on the same day.) 


AFTERNOON SESSION 


Chairman Parman. The committee will please come to order. 

Call your next witness, Mr. MacIntyre. 

Mr. MacIntyre. Dr. Scholle and Mr. Callaway. 

Chairman Parman. Do you solemnly swear that the testimony you 
are about to give before this subcommittee will be the truth, the whole 
truth, and nothing but the truth, so help you God? 

Dr. Scuoiie. I do. 

Mr. Catiaway. I do. 

Chairman Patman. You may proceed. 


TESTIMONY OF DR. CARL H. SCHOLLE, CHIEF OF THE INSPECTION 
SERVICE, CITY OF DALLAS HEALTH DEPARTMENT, ACCOM- 
PANIED BY COLLIN CALLAWAY, MILK-PLANT INSPECTOR, CITY 
OF DALLAS 


Mr. MacIntyre. Dr. Scholle, will you identify yourself fully for 
the record and state what your business is? 

Dr. Scnotie. I am Dr. Carl H. Scholle, chief of the inspection 
services, city of Dallas Health Department. 
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Mr. MacIntyre. How long have you been in that position ? 

Dr. Scuoiie. I have actually held the position that I now hold 
since September 1. However, I have been with the health department 
for the past 18 years. 

Mr. MacInryre. In your position, do you have anything to do with 
the regulation of the sanitation of milk ? 

Dr. Scuouie. Yes, sir. For the past 1014 years, I have been—up 
until the time that I took this title, my title was chief veterinarian in 
charge of meat and milk inspection for the city of Dallas Health 
Department. 

Mr. MacInryre. In connection with your duties in that position, 
you are acquainted with the size and scope of the markets ? 

Dr. ScHOoLLE. Yes, sir. 

Mr. MacInryre. What is the daily gallonage of milk into Dallas 
now ? 

Dr. Scuotie. At the present time, it varies. The November daily 
average was 141,500 gallons, and in October it was 141,750 gallons. 

Mr. MacIntyre. That comes from a milkshed over what area ¢ 

Dr. Scuouie. It comes from a milkshed in some 41 counties in 
Texas, 14 counties in Oklahoma, 3 counties in Arkansas, and 6 coun- 
ties in Missouri. 

Mr. Maclinryre. Reaching out into Oklahoma and Missouri to 
about what distance from Dallas ? 

Dr. Scuoute. I think our farthest dairy is around 450 miles. 

Mr. MacIntyre. That is located in one of these other States? 

Dr. Scuouie. In Missouri. 

Mr. MacIntyre. Other than Texas? 

Dr. Scuouue. Yes. 

Mr. MacInryre. And that is shipped into Dallas by about how 
many producers ? 

Dr. ScHoitte. You mean the total number of producers under our 
jurisdiction ? 

Mr. MacIntyre. Shipping into Dallas and subject to your inspec- 
tion. 

Dr. Scnotie. Around 2,300, sir. 

Mr. MacIntyre. About 2,300. 

Dr. Scuouie. Yes. 

Mr. MacIntyre. About what part of that total number are mem- 
bers of the North Texas Producers Association ? 

Dr. Scuotie. That would be strictly a guess on my part. It would 
be, I would estimate, of our 2,300, between 87 to 90 percent of the 
members that are located in Texas and Oklahoma. 

Mr. MacIntyre. That is in terms of numbers? 

Dr. Scuouie. Yes, sir. 

Mr. MacIntyre. What about in terms of gallonage? 

Dr. Scuotte. Nonmember milk would be a very small figure com- 
pared to member milk. 

Mr. MacInryre. It would be small producers ? 

Dr. Scuouue. Yes, sir. 

Mr. MacIntyre. What part of this total gallonage would you say 
is shipped into Dallas by producers who are beyond Texas; that is, in 
Arkansas, Oklahoma, and Missouri ? 
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Dr. Scnotie. Our figures—we ran a survey from June 1956 until 
June 1957, and during that period we shipped in approximately 4 
million gallons from Arkansas and Missouri. 

Mr. MacInryre. From Arkansas and Missouri? 

Dr. Scuotie. Those are not members of the North Texas Pro- 
ducers Association. 

Mr. MacInrynre. In terms of percentage, what part of the total is 
that at a typical base? 

Dr. Scuortrz. I do not know whether I can answer that or not. 

Mr. M. ,cInTyrE. Would it be in the neighborhood of 5 or 10 per- 
cent of the total ? 

Dr. Scuoiie. It would be a small percentage compared to the total . 
amount that is sent in from producers that are members and non- 
members of the North Texas Producers Association, located in Texas 
and Oklahoma. 

Mr. Macintyre. And some of the members of the association are 
actually beyond the borders of Texas—— 

Dr. Scuoiue. Yes, sir. 

Mr. MacIntyre (continuing). Shipping some of that milk? 

Dr. Scnotie. They are members of the North Texas Producers 
Association located in Oklahoma. 

Mr. MacIntyre. And they are subject to your inspection ? 

Dr. Scuotie. Yes, sir. 

(A map and legend regarding the area from which milk is shipped 
by producers into Dallas and the area to which milk is shipped from 
Dallas was supplied by Dr. Scholle and appears facing this page.) 

Mr. MacInryre. About the quality of milk, what is the maximum 
allowable bacterial count for Dallas? 

Dr. Scuotie. We operate under the standard milk ordinance and 
code as adopted by the State of Texas, and which is the State law, 
and for the Dallas health department—200,000 bacteria per cubic 
centimeter is the allowable limit for grade A milk. 

Mr. MacInryre. And the average is much, much below that as of 
now, is it not ? 

Dr. Scuotie. Yes, sir. Yes, sir; up until 1953, the city of Dallas 
health department upgraded the ordinance to the point that we oper- 
ated under a 50,000-count bacteria per cubic centimeter, and when 
the 1953 edition of the ordinance and code came out and was adopted 
by the State of Texas, we had to follow suit, which raised our bac- 
terial limits to 200,000 per cubic centimeter. 

Mr. MacIntyre. Your standards for sanitation are such that the 
public is protected and assured of high-quality milk, irrespective of 
the type of package in which it is pac kaged and sold to the consuming 
public in Dallas, isn’t it? 

Dr. Scuotte. Yes, sir. 

Mr. MacIntyre. In other words, the public is assured of milk that 
would meet the standards of sanitation that you set, irrespective of 
whether it is in gallon glass jugs or whether it is in paper containers ? 

Dr. Scuotte. Yes, sir; that is true. 

Mr. MacIntyre. You have seen to it that it has met those 
standards? 

Dr. Scuorie. Well, I can tell you this; that, during the year of 
1957, which is just now ending, we will have sampled, taken in excess 
of 25,000 milk samples for analysis of the raw and finished product. 
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Mr. MacIntyre. Now, about the butterfat content, what is the mini- 
mum butterfat content allowable by your regulation ¢ 

Dr. ScHOLLE. 3.25 percent. 

Mr. MacIntyre. Three and one-quarter percent butterfat? 

Dr. Scuotie. Yes. 

Mr. MacIntyre. I suppose you have heard the term of the “milk- 
price war” in Dallas? 

Dr. Scottie. Yes, sir. 

Mr. MacInryre. ‘And, according to the testimony here, that com- 
menced in November of this year. 

Dr. Scnouie. Yes, sir. 

Mr. MacInryre. Prior to the outbreak of that so-called milk-price 
war, what was the average butterfat content in the samples that your 
department was taking? 

Ir. ScHotie. The average butterfat s: umples of those samples that 
we collected routinely was anywhere from 3.6 to 3.8. 

Mr. MacInryre. Running from 3.6 to 3.87 

Dr. Scuotir. Yes, sir. 

Mr. MacInryre. Substantially above the minimum required. 

Dr. ScuHoiie. Yes, sir. 

Mr. MacInryre. During the course of this milk-price war, did 
you notice any drop in that butterfat content 

Dr. ScHouie. Yes, sir. 

Mr. Macintyre. To about what level from that 3.6 to 3.8? 

Dr. ScHoLie. One sample ran down as far as 2.9. 

Mr. MacInryre. Just above it ? 

Dr. Scnoite. Just below the allowable. 

Chairman Parman. Below. 

Mr. MacInryre. Just above the minimum ? 

Chairman Parman. No; below the minimum. 

Dr. ScHoitie. It was 2.9. 

Mr. MacIntyre. Below the allowable limit ? 

Dr. Scuoiie. Yes. 

Mr. MacInryre. Have you noticed any improvement in that 
quality since the 1st of December ¢ 

Dr. Scuotie. I would have to consult our records, Mr. MacIntyre, 
to give a complete answer to that. But, during the time that the 
so-called price war has been in effect, there have only been three 
dairies that were involved in lowered butterfat. The rest of our 
dairies here have maintained the same butterfat content as prior to 
the so-called price war. 

Mr. MacIntyre. In other words, the majority of them ran 3.6 or 
so? 

Dr. Scuotie. Yes. 

Mr. MacIntyre. Three of them dropped below ? 

Dr. Scuotie. That is according to official analysis. 

(A statement based on the official analysis is in the committee files. ) 

Mr. MacIntyre. Now, before this so-called milk-price war com- 
menced in November, had you noticed any differential in the prices of 
milk in gallon jugs ¢ and in other containers ? 

Dr. ScHoit te. That would be only through advertisements in the 
papers, signs on the side of the road, and actual pricing in the store. 

Mr. MacInrvre. You had noticed those. And did you notice that 
the glass gallon jug price was lower per gallon than the others ? 
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Dr. Scuotte. Yes, sir. 

Mr. MacInryre. In your visits to the different plants and in com- 
ing in contact with the officials of the different distributors, what can 
you say, based on your seasoned judgment as to what the views were 
of the distributors about that differential ? 

Dr. Scottie. Any time that you have a differential in price as great 
as what appeared lieing this time, prior to this time, you are natu- 
rally going to, in your ‘dealings with the handlers, the owners and 
managers—there i is naturally going to be a discussion of price. 

And whenever you have a differ ential of 15 to 19 cents between their 
price and the price in the gallon jug, somebody is going to talk. 

Mr. MacIntyre. And it is your se: asoned judgment from your con- 
tact that you had, there was talk about what would happen? 

Dr. Scotter. There was not any talk about what would happen. 
They were vitally interested in the differential in price between their 
products and the products sold in the gallon jugs. 

Mr. MacIntyre. It was your conclusion from what you learned 
in your contacts, that that differential would not be permitted to 
exist; I mean the differential of 15 to 19 cents a gallon retail ? 

Dr. Scnotzte. Well, it got to the point where one of our dairies 
here in town made arrangements with us to install the necessary 
equipment to bottle milk in gallon jugs. That was as far back as 
September. 

Mr. MacIntyre. That is one of the larger dairies? 

Dr. Scuoite. Yes, sir. Yes, sir. And they did purchase the 
equipment and subsequently installed it. 

Mr. Macintyre. Did you take that to mean a competitive act on 
their part to meet the competition of the gallon jugs of the others 
who had already done so? 

Dr. Scnotie. I believe it would be obvious that they did intend 
to meet the competition of the gallon jug of milk. 

Mr. MacInryre. Not only g rallonwise in packagewise, but price- 
wise. 

Dr. ScHotte. Yes, sir. 

Mr. MacIntyre. With your feeling that that was going to occur, 
did you contact any of the small distributors and inform them of 
your views of that prospect ¢ ¢ 

Dr. ScHOLLE. Yes, sir; I did. 

Mr. MacIntyre. Who was that? 

Dr. ScHOLLE. Mr. Keith Young. 

Mr. MacIntyre. About when did you contact him? 

Dr. Scuotie. It was in September. 

Mr. MacIntyre. Did you on the occasion of contacting him tell 
him that it was believed that what he was doing in handling the 
milk at the lower price in the gallon jugs was hurting the other 
people and that they would be meeting his competition ? 

Dr. Scuoiie. It was my opinion, since it had come to my atten- 
tion, that they were intending to install the necessary equipment, 
that it looked to me like that “there were certain people in the city 
of Dallas that were going to meet the competition. 

Mr. MacIntyre. "That was based on the conclusion that his lower 
rices in the sale of milk in the gallon jugs were really hurting the 
arger distributors who had not been meeting his price? 

Dr. ScHoiie. Yes, sir. 
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Mr. MacIntyre. I would like to direct a question to Mr. Callaway, 
if I may. 

I believe you have identified yourself for the record, have you? 

Mr. Catiaway. No, sir. 

Mr. MacInryre. What is your full name? 

Mr. Cattaway. Collin Callaway. C-o-l-l-i-n C-a-l-l-a-w-a-y. 

Mr. MacIntyre. What is your position, Mr. Callaway ¢ 

Mr. CatiAaway. Beg pardon? 

Mr. MacIntyre. What is your position ? 

Mr. Cattaway. My title is milk plant inspector. 

Mr. MacInryre. You are working under the supervision of Dr. 
Scholle? 

Mr. Catiaway. Yes, sir. 

Mr. MacIntyre. How long have you held that position ? 

Mr. Cattaway. Some 84% years. 

Mr. MacInryre. In carrying out your duties, you contact different 
representatives of the distributors and inspect their plants? 

Mr. Catiaway. Yes, sir; the people involved in the manufacture 
and processing of the products. Yes, sir. 

Mr. MacIntyre. You have heard Dr. Scholle’s testimony about his 
seasoned judgment that he formed as the result of the contacts that 
he had with these people. 

Does that accord with the seasoned judgment that you formed as a 
result of your contacts ? 

Mr. Catiaway. Well, his contacts were up a little bit higher in the 
bracket of these companies than mine iri be, sir. He was prob- 
ably talking to the people that would know some more about whether 
there was going to be any action taken along that line than mine 
would be. 

My contacts would be more down in the operating personnel rather 
than the supervisory and manager personnel. So, about all that I 
could say along that line would be just more or less conversation 
between one person and the others. 

Mr. MacIntyre. Did you about the 31st of October of this year 
talk with Mr. Teague of the Beverly Hill Dairy, and tell him that 
the major dairies, including Borden, Foremost, Cabell, were going 
to do something about forcing Beverly Hill to raise their prices? 

Mr. Cauiaway. No, sir. I didn’t say anything along that line. 
I didn’t say anything to him about that along that line; no, sir. On 
several occasions—— 

Mr. MacIntyre. What did you tell Mr. Teague on that occasion ? 

Mr. Catiaway. I said on several occasions along about that time, 
I made visits to Mr. Teague’s plant on the installation and recon- 
struction of his plant and equipment out there. 

On one occasion, Mr. Teague asked me if I thought that the big 

lants were going to take out after him. And I told him that I 
couldn’t tell him anything about what or whether anybody was going 
to take out after him or not. 

He said, “Well, do you think they are going to break me?” 

I said, “I can’t tell you anything about that, but,” I said, “reason 
will bear itself out that as long as people are in business and in com- 
petition with one another, they are going to meet competition in 
price.” 
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Mr. MacIntyre. It was your seasoned judgment on all of the infor- 
mation that came to you that that was likely to happen ? 

Mr. Catuaway. Yes,sir. So far as calling any names in the plants, 
I did not call them to Mr. Teague’s 

Mr. MacIntyre. In other words, it was a general conclusion ? 

Mr. Catiaway. That is absolutely right. 

Mr. MacIntyre. That is all. 

Chairman Parman. Any questions, Mr. Steed ? 

Mr. Sreep. Maybe you can enlighten me on this; that is, how do 
they go about changing the amount of butterfat in the milk they sell? 

What determines that or controls that? 

Dr. Scuoite. Milk, normally, as it comes from the cow, is around 
4 percent. That milk is received as such. And then by the various 

rocesses that fat is removed, leaving fat and skim milk. And then 
i a mathematical figure, you put the fat back into the skim milk and 
come out with the desired amount of butterfat that you might want 
in the product. 

Mr. Sreep. So these plants are such, then, to make the butterfat 
content exactly to the figure they desire ? 

Dr. Scnotie. Yes, sir. 

Mr. Streep. And the distributor then can order any given butterfat 
content that he desires to distribute and the price that is charged him 
then would be based upon whether it was 3.25 or 3.8 and so forth? 

Dr. Scuotie. No, sir. It does not work like that. Only in one 
occasion. Mr. Young buys his entire supply from the North Texas 
Producers Association and he buys what is known as standardized 
milk. In other words, he can order a certain butterfat to be delivered 
in his milk to his plant from the processing or from the receiving 
station. 

Now, the rest of the milk that is received here is brought in either 
in cans or in bulk tanks and then put in their storage tanks and then 
standardized in their own plants. 

Mr. Streep. Do any of these companies here distribute milk in 
Dallas that is not handled by the North Texas Producers Association ? 

Dr. Scnorie. Only on occasion. 

Mr. Steep. Do any of them have direct sources outside of the 
cooperative ? 

Dr. Scnotte. Yes, sir. One dairy here does. 

Mr. Streep. In your experience, could you give us any idea about 
what you think the average consumer knows about the butterfat con- 
tent of the milk he buys, the average citizen—is he able to differen- 
tiate as to the quality of the milk by the amount of butterfat? 

Dr. Scnottx. I believe that over a period of years that the popula- 
tion as a whole would be able to distinguish between milk that is lower 
in butterfat than that which was higher in butterfat. 

The average butterfat content of the milk here in Dallas for the 
past 7 or 8 or 9 or 10 years has been around 3.6 or 3.8. And any 
drop in that, I believe, if it were consumed by enough people and 
the general butterfat content was lowered, I believe that they would 
be able to distinguish, because they had been used to drinking milk 
that had that other butterfat content in it. 

Mr. Streep. What steps does your office take if a distributor has 
milk that goes below what your regulations call for here? 
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Dr. Scrotte. In some cases we have investigated the situation, and 
have corrected it immediately. 

In some cases where the violation has repeatedly occurred, then we 
take the necessary action in our courts here. 

Mr. Streep. That is the only way you have of protecting the con- 
sumer against abuse of that sort? 

Dr. Scnotie. Yes, sir. We have had very, very little trouble with 
that here in Dallas in the past 10 years. 

Mr. Sreep. Do you know of any agitation, or have you been aware 
of any agitation in recent years in the field of city ordinance, State 
legislation, or otherwise, to control the type of container that milk 
is sold in to the public ? 

Dr. Scuotie. No, sir. There has not been any in the State of Texas 
to my knowledge. There has been in other States, but not in Texas. 

Mr. Sreep. I was aware in some areas there had been efforts made 
to get ordinances or legislation adopted which would prohibit the 
sale of milk in gallon jugs. 

Dr. Scnotie. Yes, sir, there are. That isa matter of record. Yes, 
sir, there are States. 

Mr. Steep. But you have none of that in Texas? 

Dr. Scuotie. No, sir. There has been none in Texas. 

Mr. Steep. You know of no such agitation going on? 

Dr. Scuotie. Not in Texas, at all. 

Mr. Steep. When you go out to inspect a dairy that wants to sell 
its milk in Dallas, do the taxpayers of the city of Dallas have to bear 
the expense of that? 

Dr. Silesia Partially ; not entirely. 

Mr. Streep. Sometimes when the milkshed is over a wide area that 
gets to be a rather costly thing to maintain the type of inspection; 
does it not? 

Dr. Scuotie. No, sir, not under our present system of fees here 
in Dallas at the present time. In other words, all those plants that 
are located within the city limits of Dallas at the present time are 
paying 90 cents per thousand gallons received or processed. Those 
plants that are located beyond the city limits of Dallas pay $1.20 per 
thousand. That does defray the biggest portion of the cost to us to 
inspect these dairies and facilities away from the city of Dallas. 

Mr. Streep. In other words, the fact that some of your milk comes 
from a long distance does not of itself work a hardship on the con- 
sumer here—— 

Dr. Scuotie. No, sir. It does not. 

Mr. Sreep (continuing). From the standpoint of inspection costs ? 

Dr. Scuotie. No, sir. 

Mr. Sreep. The reason I asked that question, I know of another 
place in the United States where that has been one of the chief bones 
of contention. And I was curious, when you said that some of the 
milk came 400 miles away, how you solved it here. 

Dr. Scnotte. I might explain it here. All of those people doing 
business in the city of Dallas that are not inspected by this depart- 
ment, in other words, Grand Prairie, Harlingen, or Fort Worth, or 
any other city in the State of Texas that has a permit to sell milk 
here, are not charged the inspection fee. 
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They pay their inspection fee to the city which is doing the inspec- 
tion. And that milk is allowed to come in here without any addi- 
tional fee at all. 

Mr. Steep. In other words, the dairy that is in the Fort Worth area 
and has to meet the standards there, 1s automatically admitted here? 

Dr. Scuoiue. Yes, sir. 

Mr. Sreep. You have been somewhat concerned about the price-war 
situation here in Dallas. And in your work of inspecting the pro- 
ducers, did you encounter any expressions from among the producers 
themselves as to how they felt about this price war ¢ 

Dr. Scuoitie. No, sir; we have not. 

Mr. Streep. You are not in position, then, to tell us whether or not 
there was any concern among the producers that a price war might 
eventually create a situation that might be harmful to them? 

Dr. Scuouue. Under the Federal order that couldn’t happen because 
the Federal order sets the price of grade A 4-percent milk. And any 

orice differential or any so-called price war among handlers would 
bags no effect on the farmer himself, because of the Federal order. 

Mr. Steep. That is the point I wanted to make, is that the price war 
of itself might hurt the distributors but it does not affect the 
producers. 

Dr. Scuotie. No, sir; it does not. 

Mr. Steep. That is all. 

Mr. MacInrvrre. To follow that question up, Dr. Scholle, the dis- 
tributor then had to operate on a margin between what he paid the 
producer, which was guaranteed under the Federal order 

Dr. Scuoiie. Yes. 

Mr. MacIntyre. And whatever competition allowed him to recover 
in the sale price of his milk ? 

Dr. ScuHotte. Yes, sir. 

Mr. MacIntyre. If he could not recover his cost, he was, of course, 
losing money. 

Dr. Scuoute. Yes, sir. 

Mr. MacInryre. You have very ably explained how you held your 
sanitation standards. In doing that, you have made certain that 
each and every distributor with a permit to distribute milk in Dallas 
was well up to and above those standards before you gave him a 
permit. 

Dr. Scuotie. Yes, sir. 

I don’t know whether you are familiar with the operation of the 
Standard Milk Ordinance and Code, as written by the Public Health 
or recommended by the Public Health Service, which is the basis 
of our ordinance here. But there are provisions in the ordinance 
which provide that anyone wishing to do business in the city which 
has adopted this ordinance, of course, must operate under the same 
ordinance, and that if that plant holds a permit from a duly author- 
ized health officer in the city in which they are operating, and he so 
certifies that that plant is meeting the requirements, then he will give 
him a permit to sell milk here in the city of Dallas. 

Mr. MacIntyre. You have been satisfied that all of the distributors 
who have been selling milk here, and who have permits to do so, have 
met those standards? 
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Dr. Scuotite. Yes, sir. That covers two different phases: the 
physical portion of the ordinance and, also, the bacterial portion of 
the ordinance. 

Now, anyone doing business here in the city of Dallas that meets 
the requirements for the issuing of a permit—that does not stop us 
from taking samples of their finished product at all times, which we 
do. And their products are picked up, along with our products that 
are produced here in Dallas, and run in our laboratories, just as 
if they were being produced right here in Dallas. 

And that is a matter of record, of course, in the office. 

Mr. MacIntyre. I believe that is all. 

Chairman Parman. Thank you, gentlemen, very kindly. 

Call your next witness. 

Mr. MacInryre. Mr. Dan Greenwood. 

Chairman Parman. You solemnly swear that the testimony you 
will give before this committee will be the truth, the whole truth, and 
nothing but the truth, so help you God ? 

Mr. Greenwoon. I do, sir. 


TESTIMONY OF DANIEL GREENWOOD, REAL-ESTATE OPERATOR, 
FORT WORTH, TEX. 


Mr. MacIntyre. Will you give your full name and state your 
business ? 

Mr. Greenwoop. Yes sir. My name is Dan Greenwood. I am a 
small real-estate operator in Fort Worth, Tex. 

Mr. MacIntyre. What is your address there? 

Mr. Greenwoop. 2945 Hemphill Street. 

Mr. MacInryre. How long have you been so engaged ? 

Mr. Greenwoop. Approximately 20 years, sir. 

Mr. MacIntyre. About 20 years? 

Mr. Greenwoop. Yes, sir. 

Mr. MacIntyre. Do you represent people who want to buy real 
estate and people who want to sell real estate ? 

Mr. Greenwoop. Both kinds. 

Mr. MacIntyre. In connection with the carrying on of that busi- 
ness, did = sometime recently represent some people who wanted 
to buy milk distributing plants in or near Dallas? 

Mr. Greenwoop. I bad a client, sir, whom I was trying to interest 
in buying it, sir. 

Mr. MacIntyre. What plant was it? 

Mr. Greenwoop. That was the Jere Dairy, between, I believe, be- 
tween Arlington and New Grand Prairie. I believe it is Arlington. 

Mr. MacIntyre. How recently was that? 

Mr. Greenwoop. Oh, approximately a month ago, I imagine. I 
don’t know the exact date. 

Mr. MacIntyre. About a month ago. 

Mr. Greenwoop. Negotiations took up a matter of just a day or 
2 days, I believe, that I was talking to the Jere Dairy. 

Mr. MacIntyre. Would that be about December 4? 

Mr. Greenwoop. It could have been, yes, sir; that is very likely. 

Mr. MacInryre. In that connection, did you go to see the oper- 
ator, the owner of the Jere Dairy ? 
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Mr. Greenwoop. Yes, sir; 1 did. 

Mr. MacIntyre. Did you make an offer to him to buy? 

Mr. Greenwoop. I would like to explain, when you say “make an 
offer.” 

I had some people that I thought I possibly could sell that to. And 
I was trying to. I asked him if he would sell it. He said yes, he 
would. That was the first conversation we had. 

So, we sat down together and negotiated and tried to see what 
he would take for it. And he wouldn’t divulge enough information 
for me to intelligently find out what he had, so I could sell it. In 
other words, he didn’t own the property and he wouldn’t tell me how 
much lease he was paying for the ground. 

It is very difficult to sell a business or a corporation where you do 
not know the assets or the liabilities. 

So we tried, in other words, I tried to go along with him to see if we 
could come back and arrive at a figure like that. 

I talked to the people I had, and they didn’t know what to do because 
they didn’t know what they could pay for something. 

I went back the next night. I said, “Let’s arrive at some sort of a 
price on this thing, if you are going to sell it.” 

So, he said, “Weill, what will they give?” 

I said, “Let me ask you this, w rould you, say, take $25,000 for this 
piece of property above what it cost you? I know you spent a lot of 
time developing it.” 

I didn’t have any offer. It would be like, sir, if you own an apart- 
ment house and you told me you would sell it, and you wouldn’t give 
me a price, sometimes I would ask if you would take a certain figure, 
not knowing whether you would or not. I might get some concrete 
answer from you then, give me something to work on, in other words. 

But after he just laughed at me when I made him that sort of offer, 
so that was the last words we spoke, and the negotiations were 
concluded. 

Mr. MacIntyre. You just stated before you went back and spoke 
to him about the $25,000 

Mr. GreENwoop. Yes. 

Mr. MacIntyre (continuing). Offer and above book value, you 
spoke to your people about it ? 

Mr. Greenwoop. I talked to them that night. I talked to the client 
T had, and he didn’t know any more about it than I do. 

Mr. MacIntyre. Who was that you spoke to? 

Mr. Greenwoop. Well, sir, I am not trying to hold back anything. 
I will divulge anything. This fellow is not involved in any place in 
Dallas and I just—is it necessary—that I keep the confidence of a 
client. 

I will beg leave to do it. I want to be helpful to the committee. 
Certainly, I am sorry I involved Fort Worth in an internal Dallas 
squabble, but I guess it happened. 

Mr. MacIntyre. W ithout divulging the name of the person 

Mr. Greenwoop. Yes, sir. 

Mr. MacIntyre (continuing). Did he represent anyone who is en- 
gaged in the dairy business? 

Mr. GREENWOOD. Well, sir, let me explain to you this way, the man 
I represented is an independent oil man in Fort Worth, and he has 
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some connection with a dairy in Fort Worth, but it is not in an active 
sapacity, so far as I know. He has a private office in the oil business. 
And so far as I know he is not—he has some connections, I am sure, 
with the dairy business. 

Mr. MacInryre. But you don’t know what those connections are? 

Mr. Greenwoop. I think he is an official in one of them, but I don’t 
think he has any active part in it. He may. I don’t know that. That 
I don’t know of. 

Mr. MacInryre. Have you dropped your efforts to buy this dairy? 

Mr. Greenwoop. Sir, they cemnaah 
get him to name any sort of a price at all. 

Yes, sir; I have not even made one effort since then. I was the one 
that was trying to make a real-estate deal. I was probably more 
anxious to try to do it than the people were to try to buy the dairy. IL 
saw nothing wrong in making efforts in that respect. 

Mr. MacIntyre. Did you tell Mr. Young on this occasion of Decem- 
ber 4, that he ought to accept your offer because if he didn’t he might 
go broke inside of a year? 

Mr. Greenwoop. I think I did, but I also told him this, I said, “Any 
business today, the way business is going’—and I know it is in Fort 
Worth—“anyone who can sell a business at a profit, certainly, to me it 
would be an intelligent move, I would think.” 

I know lots of business in Fort Worth going broke over there. 

It looked to me like it would be a good deal for him and T was 
stressing the point for him. Naturally, I was trying to make the 
sale. I tried to convince him. 

Mr. MacIntyre. On what basis was it you thought he would go 
broke? 

Mr. Greenwoop. I could see how he could, or myself, or any other 
business. Our business is off considerably in Fort Worth. 

If he construed it as a threat I, certainly, meant nothing. No one 
had told me to tell him that. It was my own opinion about it the way 
I described. 

Chairman Parman. The Chair would like to withhold judgment on 
that for a while. 

Will you be here all afternoon ¢ 

Mr. Greenwoop. I could be, if you desire. 

Chairman Parman. It does not appear to me to be important 
enough to require him to divulge. 

Mr. GreeNwoop. I stand ready to Help the committee in any way I 
can. If you see my light in the picture, I would appreciate itif you 
would see that it was not necessary. 

Chairman Parman. We would not want you to divulge it if it does 
not serve any purpose. We want to respect confidential relationships. 

Mr. Greenwoop. I do business with this man and I would like to, if 
it is possible. In other words, I will be available here any time that 
you would like to recall me. 

Chairman Parman. I think we will decide now that we will not 
require it unless there is other testimony which would make it : ppear 
more important than at the present. 

Mr. Greenwoop. Would you like for me to stay ? 

Chairman Parman. No; it will be all right for you to leave. 

Mr. Steep. You are under oath. 
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Mr. Greenwoop. Yes, sir. 

Mr. Srerp. And I have heard your testimony and I heard the testi- 
mony this morning. 

Now, then, the crux of this thing is that there was a milk war 
going on in which Jere Dairy was involved, and in the middle of 
that you come along and offer a chance to Jere Dairy to seli out. The 
assumption being that his competitors thought that the easiest way 
to get rid of his competition would be to buy him out. 

Are you telling the committee that when you approached Jere Dairy 
that you were not aware of or had no contact with or was not con- 
sciously taking part in such as that? 

Mr. Greenwoop. I don’t know about that, sir. Here is the way the 
situation came out to me. I didn’t know one thing about the dairy 
business or never had I tried to sell anything but a dairy farm. 
And we handle a lot of farms over there. 

But what I had in mind was this, someone had told me—I was 
sitting around with a group of men one day, eating lunch or some- 
thing, and they got to discussing this war on in Dallas, and I was 
listening to it and I didn’t have any idea what caused it. 

Someone explained that this gallon jug business had started it all. 
And one fellow told me that everybody that had tried the jug—selling 
milk in jugs—had gone broke. That is probably hearsay. I would 
not want to substantiate it. 

I had that in the back of my mind, that everybody selling milk by 
gallon jug had gone broke. 

In some cases, it has been, I believe. I don’t know whether it is 
true or not. 

Does that answer your question ? 

Mr. Steep. I accept your statement, but I would make this com- 
ment 

Mr. Greenwoop. So far as I know, sir, I think this will answer 
this question. These people—this man would have operated that with 
the gallon jug. I don’t know how he was going to use it. 

Mr. Streep. You are an ingenious man, and with the ability to 
analyze and figure out situations as well as that, I am surprised that 
you are a small real-estate dealer. 

Mr. GreEnwoop. I am sorry I am. 

Chairman Parman. You will cooperate with Mr. MacIntyre? 

Mr. Greenwoop. I will be delighted to, any time. Just call me any 
time you want me and I will come back. 

Chairman Parman. Thank you kindly. 

Call your next witness. 

Mr. MacIntyre. H. M. Peek. 

Chairman Parman. You do solemnly swear that the testimony you 
are about to give before this subcommittee will be the truth, the whole 
truth, and nothing but the truth, so help you God? 

Mr. Prex. I do. 

Chairman Parman. You may proceed, Mr. MacIntyre. 














PRICE DISCRIMINATION IN DAIRY PRODUCTS 43 


TESTIMONY OF HENRY M. PEEK, JR., REAL ESTATE, INSURANCE, 
AND BUILDING, GRAND PRAIRIE, TEX. 


Mr. MacIntyre. What is your business ? 

Mr. Prrx. I am in the real estate, insurance, and building business. 

Mr. MacIntyre. Where? 

Mr. Peer. In Grand Prairie. 

Mr. MacInryre. In Grand Prairie, Tex. ? 

Mr. Peek. Yes. 

Mr. MacIntyre. How long have you been so engaged ? 

Mr. Peek. Some 12 years. 

Mr. MacIntyre. About 12 years. 

Mr. Prex. Yes. 

Mr. MacIntyre. In connection with the carrying on of your busi- 
ness, you sell and buy real estate ? 

Mr. Peek. Yes, sir. 

Mr. MacIntyre. You find sellers for your clients who want to 
buy and you find buyers for clients who want to sell; is that correct ? 

Mr. Perx. In essence, yes, sir. The major portion of my business 
is trying to find purchasers for properties that have been listed for 
sale, rather than vice versa. 

Mr. MacIntyre. In connection with the carrying on of your busi- 
ness, did you, about the 12th of December of this year, just a little 
less than 2 weeks ago, have a buyer for the Jere Dairy, milk dis- 
tributor, in Dallas? 

Mr. Peek. Well, I don’t feel that I could say I had a buyer that 
made a concrete offer. I had an inquiry. 

Mr. MacIntyre. Didn’t you have a client who asked you to see 
what the Jere Dairy could be bought for ? 

Mr. Perr. Yes, sir. 

Mr. MacIntyre. Did you go to the Jere Dairy in an effort to buy 
or find out what the answer to that question would be? 

Mr. Peek. No, sir. 

Mr. MacIntyre. Why didn’t you? 

Mr. Prex. Well, it kind of gets into a question of the best way to 
handle your business, and, as a general rule, you will find that there 
are two different prices on anything, if a man wants to sell it or if 
you want to buy it. 

And I have found in the past that it is always best, pricewise, that, 
if he wants to sell, you are going to get the best deal. And, very nat- 
urally, I didn’t run out to him and ask him to put a price on it be- 
cause, generally, you pay two prices that way. 

I tried to make inquiry around town concerning that business pri- 
marily because, oh, I will say anywhere from 18 months to 3 years 
ago I had it listed—I can’t make this as a definite statement, but I 
had property listed, either the real property that he is now situated 
in or the business itself. And I don’t think it is even the same person. 
I think there have been 2 or 3 different businesses in that building. 
I know who owns the building. I know the people out there. And I 
couldn’t from my old records, determine whether it was the same 
people or not. 
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So, rather than bust in and ask him if he would sell, and, if so, to 
quote me a price, I didn’t think I had that much of a client to begin 
with. 

I made inquiry around town as to whether or not it was the same 
people. I called the man that owned the building. I talked to my 
banker, thinking in terms of meeting the person and learning whether 
it was for sale or not without asking him direct. 

Mr. MacIntyre. In other words, you were making your inquiries 
to determine the lay of the ground, without going and making an 
offer ? 

Mr. Perex. That is right. 

Mr. MacIntyre. And you were doing this for this client that had 
asked you to make this inquiry ¢ 

Mr. Prex. Primarily. 

Mr. MacInryre. And this client is engaged in the dairy business 
in Dallas? 

Mr. Peek. I believe that is correct. 

Mr. MacIntyre. One of the larger dairies here? 

Mr. Prerx. I don’t believe I can pass judgment on what size they 
are—reputed to be; yes, sir. 

Mr. MacIntyre. That is all. 

Chairman Parman. Do you have any questions, Mr. Steed ? 

Mr. Streep. Are you a large or small real-estate operator ? 

Mr. Prex. I think I fall pretty well in the category of the Fort 
Worth gentleman. 

Mr. Sreep. That is all. 

Chairman Parman. Do you have any further questions ? 

Mr. MacInryre. No. 

Chairman Parman. Thank you very kindly. 

Call the next witness. 

Mr. MacIntyre. Mr. Moore and Mr. Williams. 

Chairman Parman. You do solemnly swear that the testimony you 
are about to give before this subcommittee will be the truth, the whole 
truth, and nothing but the truth, so help you God ? 

Mr. Wuiu1aMs. I do. 

Mr. Moore. I do. 


JULIAN F. WILLIAMS, OPERATIONS MANAGER, AND ROBERT L. 
MOORE, SECRETARY-TREASURER, CABELL’S, INC., DALLAS, TEX., 
ACCOMPANIED BY A. J. THUSS, COUNSEL 


Chairman Parman. Identify yourself for the record. 

Mr. Moore. I am Robert L. Moore, secretary-treasurer of Cabell’s, 
Inc. 

Mr. Wiiut1ams. I am Julian F. Williams, operations manager for 
Cabell, Dallas. 

Mr. MacInryre. Mr. Moore, how long have you served in your 
position as secretary-treasurer / 

Mr. Moore. Just a little under 2 years. 

Mr. MacIntyre. Were you connected with the organization prior 
to that? 

Mr. Moore. No, sir. 
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Mr. MacInryre. Were you connected with the dairy industry prior 
to that ? 

Mr. Moore. No, sir. 

Mr. MacIntyre. In your position as secretary-treasurer of the 
Cabell organization for the past 2 years, what, in general, have been 
your duties? 

Mr. Moorr. I function as general corporate secretary. I also am 
the comptroller of the oganization, and have charge of the accounting 
department. And work with Mr. Cabell, the president, on accounting 
functions, policies, reports, all of the books of the corporation. 

Mr. MacIntyre. When you speak of Mr. Cabell, you mean Mr. 
Earle Cabell ¢ 

Mr. Moore. Mr. Earle Cabell, the president. 

Mr. MacInryre. He is the president of your company ? 

Mr. Moore. Yes, sir. 

Mr. MacInryre. He is at the present time sick, I believe ? 

Mr. Moore. Yes, he is recovering from an operation. 

Mr. MaclInryre. Does Mr. Earle Cabell determine the policies for 
your company as its president ¢ 

Mr. Moore. Yes, sir. 

Mr. MacInryre. He is the man that makes the decisions and you 
are one of the officers that executes those decisions. 

Mr. Moore. Yes, sir. He relies on our advice in many respects, but 
the decision is finally his. 

Mr. MacInvyre. Did you or he make the decision on the recent milk 
price? 

Mr. Moore. It was made jointly. 

Mr. MaciInryre. Between you and him? 

Mr. Moore. Yes, sir. 

Mr. MacInryre. Before we get into that, let me ask you this: What 
is the size of business of the Cabell Dairy in milk distribution in— 
well, what percent of the total market do you think it has here in 
Dallas? 

Mr. Moorr. At a rough guess, somewhere between 10 and 15 per- 
cent. 

Mr. MacIntyre. Of the total? 

Mr. Moore. Of the total market. 

Mr. Macintyre. How long has it been in operation ? 

Mr. Moorr. Cabell’s started some 25 years ago as an ice cream 
stand; got into the milk business, as I recall, about 23 years ago. 

Mr. MacIntyre. And what is the nature of its operation in dis- 
tributing milk—does it distribute at wholesale to its customers, or 
does it do both a wholesale and retail business ¢ 

Mr. Moore. We do a wholesale business to any customers who wish 
to buy wholesale. 

We also run a retail home-delivery business. 

We also operate a number of our own grocery stores through which 
we retail our product. 

Mr. MacIntyre. How many grocery stores would be involved in 
that chain of stores? 

Mr. Moore. In this particular area there would be about 40. 

Mr. MacInryre. About 40 retail stores? 

Mr. Moore. Yes, sir. 
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Mr. MacInryre. Known as the Cabell Minit Market? 

Mr. Moorg. Yes, sir. 

Mr. MacIntyre. What percentage of your total would you say is 
distributed at retail through those stores? 

Mr. Moore. That would be a difficult question to answer. I don’t 
have those figures in my mind at the moment. 

Mr. MacIntyre. Would it approach 50 percent ? 

Mr. Moore. No, I would say it would be somewhat less than 50; 
probably 35 to 40 at the outside. 

Mr. MacIntyre. What part of your total would be in home 


delivery ? 
Mr. Moors. That would be about 10 to 15 percent. 
Mr. MacIntyre. And the remainder would be your wholesale? 


Mr. Moore. Wholesale; yes, sir. 

Mr. MacIntyre. In this so-called milk-price war, in November and 
December of this year, what was your out-of-store price at your Minit 
Markets; what was the lowest price on your half-gallon containers? 

Mr. Moore. On the half-gallon containers, the lowest price we had 
was 30 cents; 2 half gallons for 59 cents. 

Mr. MacIntyre. That is your retail price out of the store? 

Mr. Moore. Yes, sir. 

Mr. MacIntyre. What was your lowest wholesale price into your 
wholesale accounts in stores ? 

Mr. Moore. 26 cents. 

Mr. MacIntyre. That is after all discounts? 

Mr. Moore. That is net, of course. 

Mr. MacIntyre. Net to you? 

Mr. Moors. Yes. 

Mr. MacIntyre. What is your price today out of store, the Cabell 
Minit Market’s retail ? 

Mr. Moore. 40 cents; 2 for 79, 

Mr. MacIntyre. What is your wholesale net in store to your whole- 
sale accounts? 

Mr. Moore. 36 cents. 

Mr. Macintyre. Do you have a tabulation of the history of your 
price changes in each size containers over the past year or two there, 
that you prepared in accordance with our request ? 

Mr. Moore. Not over the past year or two—only during the period 
from midsummer to the present—well, to the 27th of December. 

Mr. MacIntyre. Do you have a copy of that, so that you are able 
to submit that for the record ? 

Mr. Moore. Yes. 

Mr. MacIntyre. We will not try to take the time to read this now, 
but I would like to have this tabulation included in the record for 
the study of the committee. 

Chairman Patrman. Without objection, it is so ordered. 

Mr. Moore. I might state that those prices that relate to Cabell can 
be vouched for. Those that relate to competitive prices, we learned 
by one source or another and which we believed to exist, on which our 
decisions were based. 

(The tabulation referred to is as follows :) 
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Mr. MacIntyre. During the period of time that this price tabula- 
tion covers, during the rise and fall of your prices, the sales prices, 
was there any change in price in the milk that you bought ? 

Mr. Moore. Only minor changes from month to month. 

Mr. MacIntyre. The so-called blend price? 

Mr. Moore. However, the class I price may have been changed by 
the market order. 

Mr. MacIntyre. But do you know of any substantial change so 
far as producers’ prices were concerned ? 

Mr. Moors. No, sir. 

Mr. MacIntyre. Was there any change in November and December 
in the producer price? 

Mr. Moore. Perhaps, a matter of a penny or penny and a half a 
hundred, at the outside. 

Mr. MacInryre. That would amount to what per quart? 

Mr. Moore. An infinitesimal amount. 

Mr. MacIntyre. So, in 

Mr. Moorr. About a fortieth of a cent. 

Mr. MacIntyre (continuing). In effect, there was no significant 
change in the price ? 

Mr. Moore. No. 

Mr. MacIntyre. Hasn’t that been true since last summer ? 

Mr. Moore. Substantially. There may have been a few changes. 
That information is available from the market administrator. And 
I could not quote you all of the prices. 

Mr. MacIntyre. Well, the point I was trying to make is that 
whatever changes that you made in your sale prices were not prompted 
by changes in prices paid by you ? 

Mr. Moore. No, sir. 

Mr. MacIntyre. It was competitive conditions in the city of Dallas: 
is that correct ? 

Mr. Moore. That is correct, exactly. 

Mr. MacIntyre. Will you tell us something about those competi- 
tive conditions and what they did to prompt the decision by your 
organization to make these changes in prices? 

Mr. Moore. Yes, sir. 

Going back a little bit in the history of this thing, along toward 
the middle of the summer we were faced with a situation where our 
customers were more and more coming to us and asking whether we 
would make available to them milk in a gallon glass container, because 
at that time they were being faced with competition from two of the 
local chains and several other small independents, grocery outlets, 
who were stocking gallon jugs, and they were placed in a position 
where they had nothing to meet that competition. 

This situation had gotten to the point, and the demands to supply 
customers were sufficient, that on September 9 or thereabout we elected 
to order equipment, and, if by the time that equipment was installed. 
we had determined that there still was sufficient demand, we would 
make available the container that our customers were demanding of 
us. 

By the 25th of November, we had completed installation of our 
equipment to enable us to produce our product in gallon containers. 

At that time, we reviewed the situation again. We had 1 of 3 
choices to make: We could either give our customers what they had 
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asked of us, or we could lose our customers, or at the very minimum 
see a decided reduction in the volume of milk we were selling. 

Our company has always been based on the policy of giving the 
customer what the customer shows he wants. And in this particular 
case, by November 25, we had sufficient demand from our cus- 
tomers that we decided and elected to go ahead with the bottling milk 
in a gallon container. 

In making this decision, we took the prevailing price at which 
that milk in gallon containers was being sold through most of the 
outlets which were competitive with our customers. ‘That price, ac- 
cording to the information we had, was 75 cents per gallon. 

And we elected to offer to the market an exactly similar container 
at exactly the same price that-they were able to get through these 
other outlets. 

This information was announced to the trade on the 27th of No- 
vember, which was Wednesday. And we announced, also, at that 
time, that there would be no price change in our other products, that 
all we were doing was offering a gallon container at the same price 
that was now prevailing on the market. 

However, by the 29th of November, by that morning, our competi- 
tors had, in almost every case, reduced their prices to the point of 
where we had to come out at a substantially lower price on our 
gallon than we had intended, and also to come out with a lower price 
on our half gallon than had been prevailing. 

This action was only taken after we found that others had already 
reduced their price. 

Mr. MacIntyre. When you talk about your competitors, in reduc- 
ing their price on the half-gallon containers, who were they ? 

Mr. Moore. Generally, all of the distributors in the area. 

Mr. MacIntyre. That would be Borden, Foremost 

Mr. Moors. Oak Farms, all of them. 

Mr. MacIntyre. They had reduced it by the 29th to what, on the 
half-gallon container ? 

Mr. Moors. The morning of the 29th, the half-gallon container, I 
believe, was 38 cents out of the stores—38 or 39 cents out of the stores. 

Mr. MacIntyre. What about net wholesale into the stores? 

Mr. Moors. The net was, as I recall—just a moment. That is one 
figure that I don’t have on that—32 cents. 

Mr. MacIntyre. Was there a further reduction after that on De- 
cember 4? 

Mr. Moore. There was a further reduction on Saturday morning, 
November 30, in the half-gallon price, to 35 cents out of the stores, 
and 30 cents into the stores. 

Mr. MacIntyre. What about December 4? 

Mr. Moore. On December 4, I believe, there was still another reduc- 
tion which started on the afternoon of December 3. We actually 
reduced our price on the morning of December 4 to 26 cents wholesale, 
30 cents out of our stores. 

Mr. MacIntyre. Half-gallon paper container into the stores; 26 
cents; and out of the store, how much ? 

Mr. Moore. At 30. 

Mr. MacInryre. You spoke a little earlier about these decisions 
being made by Mr. Earl Cabell and you. I presume therefore that 





SS i ne 2 ee 








50 PRICE DISCRIMINATION IN DAIRY PRODUCTS 


he participated in the decision about putting in the gallon bottling 
equipment ¢ 

Mr. Moore. Yes, sir. 

Mr. MacIntyre. Can you testify now who it was that he talked to 
before he did that ? 

Mr. Moore. I don’t know that he talked to anyone in particular, 
other than information that we had through our sales department 
from our various customers. 

Mr. MacIntyre. There is information in the record here to the 
effect that at a convention in San Francisco, he did talk to other 
dairy people. You were not there and you don’t know anything about 
that ? 

Mr. Moore. I was not present. I don’t know anything about such a 
conversation. 

Mr. MacIntyre. That would have been before; he went to the con- 
vention there, before this decision ? 

Mr. Moors. He went to the convention quite sometime after we had 
already ordered our bottling equipment, 

Mr. Mactnryre. It was before any price war had taken place here 
in November and December ? 

Mr. Moore. Yes, sir. 

Mr. MacIntyre. Whether or not the effort was made by him there 
to get the gallon price jug up, you are not acquainted with? 

Mr. Moore. No, sir. 

Mr. MacIntyre. What about yourself—with whom have you dis- 
cussed this problem here among the milk distributors in gallons? 

Mr. Moorz. I have had no discussions with anyone regarding how 
prices should or should not move. 

Mr. MacIntyre, You haven’t talked with representatives of 
Borden ¢ 

Mr. Moore. I have talked with representatives of Borden; yes, sir— 
only to the extent of informing them that on the 29th of November 
we were going to be on this market with a gallon jug and that we 
were going to put it at the price that we then—that was then prevail- 
ing on the market. 

Mr. MacIntyre. Who at Borden did you so inform? 

Mr. Moore. I believe Mr. Laird. 

Mr. MacIntyre. What is his first name? 

Mr. Moorr. Andrew Laird. 

Mc, MacIntyre. Did you discuss the same matter with Mr. Hughes 
of Foremost ? 

Mr. Moore. No, sir. I never talked to Mr. Hughes. 

Mr. MacIntyre. With any other representative of Foremost? 

Mr. Moors. Not that Iremember. I don’t believe I have ever talked 
to anyone at Foremost. 

Mr. MacIntyre. Any representative of Foremost discuss it with 
you? 

" Mr. Moore. No, sir, I don’t think I even know anyone at Foremost, 
to tell you the truth. 

Mr. MacIntyre. You don’t know about Mr. Earl Cabell, whether 
he did? 

Mr. Moors. No. 

Mr. MacInryre. I would like to ask Mr. Williams a question, if I 
may. 
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Have you discussed this problem with representatives of any of 
the dairies? 

Mr. Wiuu1ams. About putting in the jug? 

Mr. MacIntyre. The matter of narrowing the price differential 
in price on the milk in the glass gallon pe and that in paper? 

Mr. Wituiams. The only discussion I had was the one referred to 
by Mrs. Teague this morning. 

Mr. MacIntyre. You heard the testimony on that ? 

Mr. WiuiaMs. Yes, sir. 

Mr. MacInryre. Her testimony is correct on that, is it? 

Mr. WituraMs. She made the statement that I promised her—the 
statement said something about I promised her. I discouraged Mrs. 
Teague discussing prices, each time she called me, and I could not 
advise with her about the pricing of her gallon jug. 

She wanted to know of me what I thought was = proper increase 
on a gallon of milk, and I told her that at that time we were not 
processing gallons. And I could not, and we should not be dis- 
cussing prices. 

The last time I heard from Mrs. Teague, she made the statement 
this morning that she would see me in the courthouse. That was 
about the extent of our conversation. 

Mr. MacInryre. Except for that, the other things you heard her 
discuss about your conversation with her are correct ? 

Mr. WiuiaMs. Yes, sir. 

Mr. MacIntyre. Well, now, you have told not only her, but others 
that this differential between the gallon jug and the half-gallon 
container was too great, there was too much spread. between them. 
That has been your view and you have expressed it. ; 

Mr. Wiiu1aMs. Expressed it that the difference was too great; yes, 
sir. 

Mr. MacInryre. You didn’t hesitate to tell her that? 

Mr. Witu1aMs. I told her that, yes. 

Mr. MaclInryre. You told representatives of other dairies the 
same thing, didn’t you? 

Mr. Wiuu1aMs. No,sir. The only discussion I had with other repre- 
sentatives was Mr. Waters called me and asked me when we were going 
to have a jug available, and I gave him the date. 

Mr. MacInryre. Mr. K. L. Waters, or is it Mr. Lindsey? 

Mr. Wiu1ams. Mr. K. L. Waters. He is manager of the local 
Foremost plant. 

Mr. MacIntyre. Foremost plant? 

Mr. Witu1ams. That is right. 

Mr. MacIntyre. You did discuss that with him? 

Mr. WituiaMs. That is right. 

Mr. MacIntyre. Did you discuss it with Mr. Hughes of Foremost? 

Mr. WiuraMs. No, sir. 

Mr. MacIntyre. One other question to Mr. Moore: All of the milk 
or practically all of the milk that is received by Cabell is furnished 
by the North Texas Producers Association ? 

Mr. Moors. By members of that association. They bring that 
milk in to us. 

Mr. MacIntyre. By members of the association ? 

Mr. Moore. Yes. 
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Mr. MacIntyre. The major part of it is in bulk tanks? 

Mr. Moore. Yes. © 

Mr. MacIntyre. Picked up at the producers’ farms? 

Mr. Moore. That is right. 

Mr. MacIntyre. Those farms are located throughout the milkshed 
of the Dallas area? 

Mr. Moore. I believe that is correct. 

Mr. MacInryre. You heard the testimony of Dr. Scholle, did you, 
about the extent of that milkshed ? 

Mr. Moore. I heard part of his testimony. 

Mr. MacInvyre. The milk delivered to Cabell comes from all over 
that milkshed: doesn’t it ? 

Mr. Moore. Mr. Williams can answer that better than I can. 

Mr. MacInryre. Let us ask Mr. Williams that question. The milk 
delivered to Cabell comes from all parts of the milkshed of the North 
Texas Milk Producers Association ; does it not? 

Mr. Wir1ams. That is right. 

Mr. MacInryre. You do not have any control over any particular 
origin at a particular farm of the milk to be delivered to you? 

Mr. WititAms. Do you mean—— 

Mr. MacIntyre. The association determines what milk will be de- 
livered to you from a particular part of the milkshed; does it not ? 

Mr. Wiiutams. No. We have deals with the association but they 
leave it to us to buy certain producers’ milk. They can transfer from 
one dairy to the other but they haven’t disturbed production to that 
extent. 

Mr. MacInryre. But they do from time to time shift from one 
producer to the other, the milk that is delivered to you because of the 
changes in the producers’ production; is that right ? 

Mr. Wiuu1aMs. More frequently, it is to expedite hauling problems. 

Mr. MacInryre. And what is the greatest distance that your milk 
comes from the members of the association # 

Mr. Wiixt1ams. About 120 or 125 miles, something like that. Most 
of it is around in Harrison County. We have some out of north 
Texas around Grayson County and Cooke County. 

Mr. MacInryre. The association does not ship milk to you from 
Oklahoma and Arkansas at times ? 

Mr. Wiuu1aMs. No, sir. 

Mr. MacIntyre. Are you certain of that 

Mr. WituiaMs. I am certain. 

Mr. McIntyre (continuing). That you ee en’t had any shipments 
from that part of the association membershi 

Mr. Wiiu1aMs. Out of Oklahoma and eee 

Mr. MacIntyre. Yes, sir. 

Mr. Wiuiiams. No, we haven’t. 

Do you have reference to milk coming out of Sulphur Springs, that 
is association milk? 

Mr. MacIntyre. Yes. 

Mr. Wiiu1aMs. We buy from groups of association producers that 
deliver direct to our plant. Occasionally, we need additional milk 
and we will call on their pool plant at Sulphur Springs, which is still 
Texas milk. 

Mr. MacIntyre. That is just a transshipment plant ? 
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Mr. WitutiaMs. Yes. 

Mr. MacIntyre. It is shipped in there from all parts of the 
membership ? 

Mr. WituiaMs. It could be. But I don’t know of any milk that 
has come out of Oklahoma to go through the Sulphur Springs plant. 

Mr. MacIntyre. Are you prepared to testify that is not the case? 

Mr. WitutaMs. No, I can’t. 

Mr. MacInryre. You don’t know just what those facts are ? 

Mr. Wiliams. No, sir. 

Mr. MacIntyre. But you do accept milk from that transshipment 
plant ? 

Mr. WituiaMs. I accept milk from that. 

Mr. MacIntyre. And a certain quantity of that, you get from that 
transshipment plant at Sulphur Springs—I say, that is a substantial 
quantity of your receipts ¢ 

Mr. Witu1Ms. No, no. Just what we happen to need; possibly 1 
day’s demands, or something that—we may need a 3,000 gallon tank 
or 2,500-gallon tank, or something like that. 

Mr. MacInryre. So, occasionally you have a 3,000-gallon tank that 
is delivered to you from there ? 

Mr. Wiu1uaMs. That is right. 

Mr. MacIntyre. One further question of Mr. Moore. 

Does this tabulation show milk of about what butterfat ? 

Mr. Moore. On the half gallon the milk is generally of 3.6 butterfat. 

Mr. MacIntyre. What about the gallon ? 

Mr. Moore. On the gallons, our test that we ran on samples that 
we purchased of the existing gallons of milk, showed that their butter- 
fat content was at 3.3, which is above the health standard but below 
the standard, or below what has been the standard on that. 

Mr. MacIntyre. When you started making sales in gallon jugs, 
what was your butterfat content ? 

Mr. Moore. We put our gallon at 3.3. 

Mr. MacInryre. You put it at 3.3% 

Mr. Moore. Yes. 

Mr. MacIntyre. The same as all of the rest ? 

Mr. Moore. Exactly the same. 

May I make a statement, Mr. MacIntyre, to clarify this price 
situation a little bit ? 

As you look at this tabulation, in each case, we did not make the 
first move to reduce the price of any of our containers. It was onl 
after a price had been announced by one of our competitors, whic 
information we either learned from a wholesale account or by his 
own announcement of a lower retail price, that we then reduced the 
price on our product of the same package to meet that same price. 

Mr. MacIntyre. So, you felt that you were meeting competition? 

Mr. Moore. Our intent was not to undercut competition in any 
case. 

Mr. MacIntyre. Who was that distributor ¢ 

Mr. Moore. From time to time it was one or more of them. 

Mr. MacIntyre. Foremost, Borden, and Oak Farms would be 
among them ? 

Mr. Moore. And the Jere Dairy. 
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Mr. MacIntyre. When this price reached its lowest level Decem- 
ber 4, could you say that the sale by you of your milk on that occa- 
sion was at a profit ! 

Mr. Moore. No, sir. 

Mr. MacIntyre. It was below cost to you in the handling of it at 
that time? 

Mr. Moore. On our half gallon, probably slightly below cost. I 
don’t have the exact cost figures available. 

Mr. Macintyre. And you were willing to sell it below cost because 
of these competitive practices at that time? 

Mr. Moors. The only reason—we had a choice of either meeting 
our competitors or else losing our customers. 

Mr. MacInryre. Well, now, you didn’t lower the price to a point 
below cost at that time throughout all of your territory, though, did 

ou? 
" Mr. Moore. No. 

= MacIntyre. You were selling above cost in part of your terri- 
tor 
Mr. Moore. Where it was not necessary to meet competition, that 
1s true. 

Mr. MacIntyre. In other words, in some parts of the territory on 
December 4 you were selling milk at a profit because competition had 
not been so keen there as in this area where you were selling below 
cost; is that correct ? 

Mr. Moore. Yes, sir. 

Mr. MacIntyre. And the milk at the different prices—that at a 
profit and that at below cost—was of the same quality milk? 

Mr. Moors. Yes; it was the same quality milk. 

Mr. MacIntyre. Same grade and quality ? 

Mr. Moore. Yes, sir. 

Mr. MacIntyre. And some of it would be in the same type of con- 
tainers ? 

Mr. Moore. We sell our product in the same containers wherever 
we sell our milk. 

Mr. MacIntyre. So the type of container or size of container 
didn’t account for that difference in price ? 

Mr. Moore. No. 

Mr. MacIntyre. Or the quality of the milk? 

Mr. Moore. No. 

Mr. MacInryre. In the use of this gallon jug bottling equipment 
for the bottling of your own milk or for sale by you, didn’t you have 
an understanding with some of your other competitors here that you 
would furnish them milk in gallon jugs for their distribution so that 
they would not have to install gallon jug bottling equipment ? 

Mr. Moore. We made that offer. 

Mr. MacIntyre. To how many ? 

Mr. Moore. I believe the offer was made generally to all competitors. 

Mr. MacIntyre. That was to Foremost and to Borden ? 

Mr. Moore. And to anyone who wished to take advantage of it. 

Mr. MacIntyre. So, you were willing to help them get into this 
competition through this glass gallon jug, just as you were doing? 

Mr. Moore. Yes. 

Mr. MacIntyre. Did they take you up on that before the price went 
up? 
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Mr. Moors. No, sir. 

Mr. MacIntyre. That isa thing of the past now, isn’t it? 

Mr. Moors. I think that offer is rather dead; yes. 

Mr. MacIntyre. But it was made in sincerity, and you intended to 
go through with it? 

Mr. Moore. Yes, sir. In fact, on one occasion we did bottle 40 
cases. 

Mr. MacIntyre. For whom? 

Mr. Moore. For Oak Farms. 

Mr. MacIntyre. That was about December 4 ? 

Mr. Moore. I don’t recall the exact date; somewhere along in there. 

Mr. MacIntyre. That is all. 

Chairman Parman. Mr. Steed, do you have any questions ? 

Mr. Streep. Mr. Moore, about how much does this equipment cost 
that you had to install to bottle it into gallon jugs ? 

Mr. Moorn. The equipment, cases, the bottles, the caps, and the 
necessary remodeling that we had to do, ran between $20,000 and 
$25,000. 

Mr. Sreep. Is there any of that equipment that you could use for 
other purposes if you went out of the business of using it for bottling 
gallon jugs? 

Mr. Moore. It is possible we might convert the conveyor, a small 
portion of the conveyor, to some purpose, but otherwise the equip- 
ment is specialized. 

Mr. Streep. Would it be very easy for you to give us a very brief 
description of why this equipment is different from the other bottling 
equipment ? 

Mr. Moore. I think Mr. Williams is better qualified. He is the 
plant manager and has more knowledge on technical aspects than 
I do. 

Mr. Wiuu1ams. The real difference with the gallon jug is it has a 
different diameter. It can’t be used with another glass filler. It has 
a larger diameter. We didn’t have any equipment in the plant to 
wash the jugs. That takes a special piece of equipment. It takes 
a special capping machine to cover the jug. 

Mr. Streep. Have either of you had any conversation, or have you 
been present when anybody in your company had a conversation, with 
any real-estate dealer on this subject of purchase of other dairy 
facilities ? 

Mr. Moore. We are not even interested in purchasing. We have 
our own equipment and don’t have that problem. It would be mean- 
ingless to us. 

Mr. Streep. The testimony we have had here about the efforts to 
buy the Jere Dairy, then, is of no knowledge to you? 

Mr. Moorr. This is the first time I have ever heard of it. 

Mr. Sreep. Mr. Chairman, I think that, in fairness and in order to 
keep the record in proper order, we ought to make available to these 
gentlemen, especially, who have been under some criticism, an oppor- 
tunity to provide any voluntary statement in their own defense that 
they might see fit to put in the record. 

Chairman Parman. Yes. When we finish interrogating. Had you 
finished ? 

Mr. Sreep. Yes. 
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Chairman Parman. I would like to ask a question of Mr. Moore. 
What was the price, the lowest price, that milk sold for in Dallas 
during this price war ? 

Mr. Moore. To the best of my knowledge, it was—our milk sold 
for 30 cents a half gallon, 2 for 59 cents. 

I believe one of the chains announced half a gallon for 29 cents, 2 
for 57, at the lowest point. 

Chairman Parman. Where was this change made / 

Mr. Moore. I do not know which milk that was. 

Chairman Patman. You say that you bottled some in gallon con- 
tainers for, I believe you said, the Oak Farms? 

Mr. Moore. Yes. 

Chairman Parman. What price did you get for that milk ? 

Mr. Moore. We charged them the cost of the milk plus a small 
processing and profit charge of 10 cents. 

Chairman Parman. How did that compare to the retail price on 
that day? Was it about the same, or was there a differential there 
sufficient to allow for a fair profit, or was it below cost / 

Mr. Moorr. Iam not sure. I could not answer that. I don’t recall 
the exact day. 

Chairman Patman. I assume it is generally recognized and ad- 
mitted that the milk price was below cost, was it not, Mr. Moore? 

Mr. Moore. Below the cost of the raw product or below the total 
cost ¢ 

Chairman Parman. Below the total cost to the distributor. 

Mr. Moore. I think very probably that may be true. I can’t vouch 
for the cost of the others. 

Chairman Parman. All of the dairies, then, were selling below cost ? 

Mr. Moore. That, I don’t know. I can’t vouch for the cost of other 
dairies. 

There are many factors that get into cost. And there are too many 
methods of allocation of expenses. 

Chairman Parman. Had you ever used gallon jugs before, Mr. 
Moore ? 

Mr. Moore. Yes, sir. Our dairy was started out in the milk in- 
dustry with gallon jugs. 

Chairman Patrman. There seems to be a sort of prejudice against 
the use of gallon jugs. Is that true? And, if so, what is the reason 
for it? 

Mr. Moore. Well, I find it a little difficult to answer that because 
I haven’t been in the milk industry and know all of the ins and outs 
of it. 

There is this situation, however: A differential of some 13, 14 cents 
per gallon between a gallon glass container and two paper half gallons. 
There is an unrealistic economic differential. 

It may be possible that a smal] dairy can go into business and make 
a small profit at that, particularly if they make no contribution to 
the community. If they do not have a large enough employment 
and do not provide their employees with all of the benefits that the 
larger outfits have to do and do do. 

Chairman Parman. Pardon me for this diversion—about how 
many employees do you have? 

Mr. Moore. All told in our organization ? 
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Chairman Parman. Including your retail operations and all. 
Mr. Moore. We have right in the neighborhood of 600. 
Chairman Patman. Pardon me. 

Go right ahead with your other answer. 

Mr. Moore. For example, I don’t happen to have offhand the 
figure in taxes that we pay. It is a substantial figure. We have 
during the past 18 months contributed over $12,000 to hospital 
buildings in the city of Dallas. 

These things, if they are allocated directly to the cost of processing, 
will increase the cost. 

Consequently, it is possible for a small outfit who is making little 
or no contribution to the community, for a while to produce at a 
lower cost, and to put that product on the market at what is a ridicu- 
lously low price in relationship to the normal full-line product that 
is produced by the standard handlers in the area. 

When such a differential exists, there is a certain segment of the 
population which will buy on price, and when that situation develops 
then the sellers of that milk, the retailers, start making demands 
upon their handlers to have a product that they can compete with 
others who are handling that same type of container. 

This is the situation which I suppose tends to depress the market, 
the entire market. 

We chose in this particular case to try to meet this competitive 
demand by our customers with exactly the same kind of a package 
and at exactly the same price, rather than to try to meet competition 
with other items. 

There have been a number of markets, I understand, where they try 
to offer 2 half gallons in glass at the same price as a gallon. In 
some cases, it has been very effective; in other cases, it has not. 

Chairman Patrman. It is a question of meeting competition, is the 
way that you viewed it? 

Mr. Moore. So far as we are concerned, that is all we tried to do. 

Chairman Patman, It is true that the dairies could not have kept 
up that low price and survived? I mean, depending on that price 
for a profit, because your expenses would not permit that? 

Mr. Moore. Excuse me, Mr. Chairman. Let me straighten that 
out. 

Let's take the prevailing price of the gallon contained as it was 
being sold to retail outlets on, say, the 27th of November, on which 
date we announced our gallon container. That price was sufficient to 
enable us to make a small profit. 

Chairman Parman. What about the December 4th price? 

Mr. Moorr. The December 4th price, I believe, was a little bit 
too low. 

The point I-would like to make is this: the Thursday move in re- 
ducing the gallon price was made not by ourselves but by one of the 
independent dairies with the gallon jug. He immediately reduced 
his price on Friday morning, the 29th of November, and again re- 
duced on the 30th. And further reduced it, so that the outlets that 
were selling it finally were selling it as low as 58 cents a gallon 
through the stores. 

Chairman Patrman. Mr. Moore and Mr. Williams, would you like 
to add anything to your testimony before you conclude? 
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Mr. Wuu1ams. I don’t have anything. 

Chairman Parman. Would you, Mr. Moore? 

But first, Mr. MacIntyre wants to ask another question. 

Mr. MacInryre. Let us go back to this last gallon jug price that you 
were charging your competitors. You have told us about the price of 
Oak Farms, the price that you were charging them, and said it was 
a slight markup over the producers’ price. 

Can you tell us what that was, what the markup was? 

Mr. Moore. The price that we charged them was the exact cost 
of the milk, as established by the market order, plus a 10-cent gallon 
processing, which gave us a slight profit on that process. 

Mr. MacIntyre. Ten cents a gallon. And the price that you were 
to charge any of the others, like Foremost or Borden, to whom you 
made that offer, and the understanding with them to let them have 
it, would have been the same price you charged Oak Farms? 

Mr. Moore. Exactly, the same price. 

Mr. MacInryre. When this price on December 4 went to this below 
cost level—when it went to that—your agreement with them still stood, 
didn’t it? 

Mr. Moore. Yes, sir. 

Mr. MacIntyre. To furnish them with milk? 

Mr. Moore. Yes. 

Mr. MacIntyre. Bottled in gallon jugs? 

Mr. Moore. Yes, sir. 

Mr. MacIntyre. At the market ? 

Mr. Moore. No, sir. 

Mr. Macintyre. What was your price to them going to be on that 
occasion ¢ 

Mr. Moore. The same as we quoted before. 

Mr. MacIntyre. Ten cents per gallon over the producer’s price? 

Mr. Moore. Yes. 

Mr. MacIntyre. So, the resale by them to their accounts at the be- 
low-cost price would have been below cost to them and not to you? 

Mr. Moore. That is right. 

Mr. MacIntyre. On that occasion, is that right? 

Mr. Moore. Yes. 

Mr. MacIntyre. What was your initial wholesale cost on the glass 
gallon jug? 

Mr. Moorr. Would you repeat that—wholesale cost ? 

Mr. MacInryre. Yes, the cost of milk wholesale in gallon jugs de- 
livered by you to your wholesale account. 

Mr. Moore. The wholesale price that we charged our customers? 

Mr. MacIntyre. Yes. 

Mr. Moore. I wanted to be sure what we are talking about. We 
charged our customers 64 cents a gallon. 

Mr. MacIntyre. That came to—What was the lowest level of it? 

Mr. Moore. It came down to, I believe, about 45 cents. 

Mr. MacIntyre. And you were paying producers on that occasion 
46 cents? 

Mr. Moore. Yes. 

Mr. MacInryre. So, your cost of bottling which you were charg- 
ing, of course, to your competitors, was about 10 cents a gallon. So 
you were losing 11 cents per gallon, each gallon that you thus bottled 
and sold in gallon jugs at that price? 
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Mr. Moore. That would be about right. 

Mr. MacIntyre. I believe that is all. 

Chairman Parman. Did you say you would like to supplement your 
testimony, Mr. Moore? 

Mr. Moore. No, sir; I don’t believe we have anything. 

Chairman Patman. Thank you, very much, for your testimony. 

Call the next witness, Mr. MacIntyre. 

Mr. MacIntyre. Mr. R. E. Hampton. 

Chairman Parman. You do solemnly swear that the testimony you 
are about to give before this subcommittee, will be the truth, the 
whole truth, and nothing but the truth, so help you God? 

Mr. Hamprron. I do. 


TESTIMONY OF R. E. HAMPTON, CREAMERY PACKAGE 
MANUFACTURING CO., DALLAS, TEX. 


Mr. MacIntyre. Will you give the reporter your full name and the 
name of your company. 

Mr. Hampron. R. E. Hampton, Creamery Package Manufacturing 
Co., 8204 Sovereign Road, Dallas, Tex. 

Mr. MacInryre. And the nature of your business is supplying 
equipment and supplies to dairy distributors in Dallas? 

Mr. Hamrron. Yes; that is right. 

Mr. MacIntyre. How long have you been so engaged ? 

Mr. Hampton. Thirteen years with Creamery Package. 

Mr. MacIntyre. I suppose in that connection you supplied Borden, 
Foremost, Cabell and most of the others ? 

Mr. Hampron. Yes. 

Mr. MacIntyre. And did you, also, start supplying the Jere Dairy, 
Beverly Hill? 

Mr. Hampton. Yes. 

Mr. MacInry¥re. About December 4, this year, it is reported that 
some dairy distributor representatives had told you that you better 
collect your bill from the Jere Dairy because it was going to be bank- 
rupt. Do you recall statements of that kind being made to you? 

Mr. Hampron. I recall having heard something like that, yes. 

Mr. MacIntyre. Who told you? 

Mr. Hamprron. Well, I had a couple of plant personnel who had 
no actually—I think they had no authority to say anything like 
that—they didn’t say—they just asked me how it is—‘How are 
accounts with you?” 

Mr. Macinryre. Will you identify those for the record who they 
were, and the position they held—you said plant managers, I believe? 

Mr. Hampron. No. 

Mr. MacIntyre. Plant what? 

Mr. Hampton. Plant personnel. 

Mr. MacIwnryre. Will you identify them and their positions, and 
the company ¢ 

Mr. Hameron. I believe Mr. Pearson, at Metzger, “Do they do 
much business with you?” ; I 

I said “Yes.” 

“Does he pay his accounts ?” 

I said, “Yes, he does, Jere does.” 
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Mr. MacIntyre. That was about the first of December was it? 

Mr. Hampton. I can’t recall the date—no, I can’t. 

Mr. MacIntyre. About that period of time? 

Mr. Hampron. Possibly, about that time and before, possibly before 
that, yes. 

Mr. MacIntyre. What other persons made similar remarks? 

Mr. Hampron. Well, actually I was mistaken in that remark there. 
He is the only person that I can actually recall having actually made 
that remark. 

Mr. MacIntyre. Don’t you remember stating that a representative 
of Cabell told you the same thing, or something to that effect? 

Mr. Hampton. No, I don’t. 

Mr. MacIntyre. You have no recollection of having made that 
remark ? 

Mr. Hamrron. No. 

Mr. MacInryre. In that connection, you do not recall having said 
that the industry representatives told you they were fighting a crusade 
and that 

Mr. Hamrron. No, sir. 

Mr. MacIntyre (continuing). That crusade would result in Jere 
Dairy going broke—that it would mean that ? 

Mr. Hampton. No. 

Mr. MacIntyre. You have no recollection ? 

Mr. Hampron. They didn’t make the statement and I didn’t make 
the statement, either. 

Mr. MacIntyre. But you do recall the statement made by Metzger 
to the effect that you stated ? 

Mr. Hampton. Yes. 

Mr. MacIntyre. That is all. 

Chairman Patrman. Do you have any questions, Mr. Steed? 

Mr. Streep. No. 

Chairman Parman. Thank you very kindly. ° 

We will take a recess for 10 minutes. 

(At this point a 10-minute recess was taken.) 

Chairman Parman. The committee will please come to order. 

Call the next witness, please. 

Mr. MacIntyre. Mr. J. O. Woodman. 

Chairman Parman. You do solemnly swear that the testimony you 
are about to give before this subcommittee will be the truth, the whole 
truth, and nothing but the truth, so help you God ? 

Mr. Woopman. I do. 

Chairman Parman. Identify yourself for the record. 


TESTIMONY OF J. 0. WOODMAN, GENERAL MANAGER, NORTH 
TEXAS PRODUCERS ASSOCIATION, ARLINGTON, TEX. 





Mr. Woopman. Lam J. O. Woodman, general manager of the North 
Texas Producers Association, with headquarters at Arlington, Tex. 

Mr. MacInryre. How long have you held that position ? 

Mr. Woopman. Since August of 1949. 

Mr. Macintyre. How many producers’ association members do you 
have? 7 

Mr. Woopman. Members of the association ? 
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Mr. MacIntyre. Yes. 

Mr. WoopMan. Appeoxiinaaey 2,700, I would say, roughly. 

Mr. MacIntyre. About 2,700 ? 

Mr. Woopman. Yes, sir. 

Mr. MacIntyre. And they are located over what geographic area ? 

Mr. Woopman. Well, generally, what we know as north Texas, the 
market area, some 45 counties in north Texas, where we have members 
who deliver milk into the Dallas-Fort Worth market, and 7 counties 
in Oklahoma. 

Mr. MacInryre. Seven counties in Oklahoma ? 

Mr. Woopman. Yes. 

Mr. MacIntyre. Any in Arkansas? 

Mr. Woopman. Well, there are producers whose milk comes into 
the Dallas-Fort Worth market from Arkansas and Missouri, but they 
are not our members. 

Mr. MacInryre. Not your members? 

Mr. Woopman. No, sir. 

Mr. MacIntyre. So, as to your members, there would be these 45 
counties of Texas and 7 of Oklahoma? 

Mr. Woopman. Yes, sir. 

Mr. MacInryre. How many in the seven counties of Oklahoma ? 

Mr. Woopman. Roughly, 100, 

Mr. MacIntyre. About 100 of your 2,700 members ? 

Mr. Woopman. Yes, sir. 

Mr, MacInryre. About what part.of your total production comes 
from those 100 members—roughly ; you do not need to be precise, 

Mr. Woopman. It would be just a rough guess on my part. I 
would say less than 5 percent. That is just a rough guess. 

Mr. MacIntyre, Something near 5 percent, though, you think? 

Mr. Woopman. Yes, sir; I would say Sipeamanaele 

Mr. MacIntyre. What is the average gallonage of your producers 
now ¢ 

Mr. Woopman. Well, average production at this time of the year 
is, I believe, between—just a minute, I think I can give you that 
figure—the average production per farm during the month of Octo- 
ber was 677 pounds per producer. For November, it was. approxi- 
mately the same, I believe. 

Mr. MacInryre. Translated in terms of gallons, that is? 

Mr. Woopman. You have to divide it by 8.6. We deal with pounds. 

Mr. MacIntyre. About 75 to 80 gallons to a farm / 

Mr. Woopman. I believe that. would be right. 

Mr. MacIntyre. That would be the average. And about 50 per- 
cent. of the shipments are in bulk, are they ? 

Mr. Woopman. That is correct; yes, sir. 

Mr. MacIntyre. Dr. Scholle earlier testified that the daily gallon- 
age into Dallas is about 150,000 to 175,000 gallons, What part of 
that does your association supply ¢ 

Mr. Woopman. Well, I would estimate about 85 percent, but that 
would be an estimate, because the Arkansas-Missour1 milk comes into 
Dallas, and it is not our members’ milk. So, I would say that, prob- 
ably, maybe 15 percent of the Dallas milk came from Arkansas and 
Missouri. As I say, that isa rough guess. 
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Mr. MacInryre. So, the gallonage from your members would be 
approximately 150,000 gallons a day now? 

r. Woopman. I’d have to translate it from pounds. He can do 
the figuring there for you. baila 

Mr. MacIntyre. Your members in serving the distributors in 
Dallas do so under a Federal marketing order as to price, do they not ? 

Mr. Woopman. Yes, sir; that is correct. 

Mr. MacInryre. And that assures them of about 46 cents a gallon 
on present prices? 

Mr. Woopman. On the 4-percent basis. 

Mr. MacInryre. On the 4-percent butterfat ? 

Mr. Woopman. I had not figured it on that basis, but I expect that 
is pretty close to being right. I would estimate that would be pretty 
accurate—pretty close to the actual cost ; yes. 

Mr. MacIntyre. And the differential for each point in butterfat 
is about how much, about 7 cents? 

Mr. WoopMan. Yes, sir. 

Mr. MacIntyre. So, 3.6 butterfat would be 28 cents a hundred- 
= less than that 46 cents a gallon ? 

r. WoopMan. Yes, sir. 

Mr. MacIntyre. There is no discrimination by your producers’ 
association in its sales to any of the distributors—you sell them all at 
the same price ? 

Mr. Woopman. Yes, sir. We could not discriminate if we wanted 
to. That price is set. We charge every handler, of course, that. 

Mr. MacIntyre. That is your minimum price? 

Mr. Woopman. That is right. 

Mr. MacInrvre. That is set, but I am talking about any price that 
you eee over, that is charged all distributors equally and uniformly. 

Mr. Woopman. Yes, sir. 

Mr. MacIntyre. In the Dallas area? 

Mr. Woopman. Yes, sir. 

Mr. MacIntyre. Did there come a time during November 1956, 
when the price of milk charged by you and the members of your asso- 
ciation increased to a point above what is required by the milk-market- 
ing order? 

Mr. Woopan. Yes, sir. 

Mr. MacIntyre. What was the date of that? 

Mr. Woopman. Well, I am sorry, but I don’t have that date with 
me. I just don’t recall. 

Mr. MacIntyre. Wasn’t it November 5, 1956 ? 

Mr. Woopman. I believe that is correct. I am not absolutely sure. 

Mr. MacIntyre. And the amount of the increase was 40 cents a 
hundred ¢ 

Mr. Woopman. Yes; that is correct. 

at MCL arrest: That is, approximately, 1 cent a quart or 4 cents 
a galion: 

{r. Woopman. Yes, sir; that is right. 

Mr. MacInryre. How long did that increase above the minimum 
required by the Federal milk marketing order stay in effect—it was 
until February 28, 1957, wasn’t it? . 

Mr. Woopman. I believe that is correct ; just about 4 months. 

Mr. MacIntyre. February 28, 1957? 
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Mr. Woopman. I believe that is right. 

Mr. MacIntyre. That increase in price of 40 cents a hundred that. 
the distributors in Dallas paid you and the members of your associa- 
tion for milk—that is, beyond what was required—was based on an 
agreement that you had with those distributors to do that; was it not? 

Mr. Woopman. Yes, sir. 

Mr. MacIntyre. How much in advance of the date on which that 
price nitgeased did you enter into an agreement with them to increase 
the price ? 

r. Woopman. Well, I would say, roughly, probably 3 weeks or 
something like that—3 or 4 weeks. 

Mr. MacIntyre. Three or 4 weeks in advance ? 

Mr. Woopman. When we began the negotiations with them. That, 
again, is a rough estimate. 

Mr. MacInrryre. In advance of that date, and to be exact, on July 
13, 1956, you entered into a contract with a distributor, the Jere 
Dairy, to bottle and pasteurize milk for that dairy in gallon jugs so 
that it could market it in Dallas in gallon jugs, didn’t you ¢ 

Mr. Woopman. Yes, sir. . 

Mr. MacIntyre. That was Mr. Keith Young? 

Mr. Woopman. Yes. 

Mr. MacIntyre. And pursuant to the terms of that contract, you 
arranged to secure the pasteurizing and bottling equipment and place 
it in a plant out at—Is it Muenster’ 

Mr. Woopman. Muenster. 

Mr. MacIntyre. And you were preparing for the operation of that 
for the bottling of milk for him in October 1956 ? 

Mr. Woopman. I am not sure that it was—I don’t believe there was 
any definite date when it was to be consummated. 

Mr. MacIntyre. But you were preparing in October 1956 to do 
that? 

Mr. Woopman. Yes, sir. 

Mr. MacIntyre. But you still had not started the bottling, but were 
preparing for it ? 

Mr. Woopman. Right. 

Mr. MacIntyre. And your arrangement with him was to sell him 
the milk and then pasteurize it and bottle it for him at the same price 
as you were charging the other distributors, plus 60 cents per hundred- 
weight for the pasteurization and bottling; 1s that correct ? 

Mr. Woopman. I am not absolutely sure about the 60 cents, but 
there was an agreement made that it was cost plus handling, plus a 
processing charge. 

Mr. MacIntyre. Our understanding is that is was 60 cents. 

Mr. Woopman. That is possible. 

Mr. MacIntyre. That is a cent and a half a quart, approximately. 

As you were preparing that bottling equipment to start bottling 
milk for him, do you recall telling him in late October that you 
didn’t think that you could go through with that contract to bottle 
for him? 

Mr. Woopman. I think I had told him we could not go through 
with the contract prior to that time. 

Mr. MacIntyre. But you did tell him in October that you could 
not go through with it? 
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Mr. Woopman. I guess it was in October; yes, sir. 

Mr. MacInryre. That. was some 2 or 3 weeks before this price 
edivanee that you secured from the other handlers in Dallas, wasn’t 
it! 

Mr. Woopman. Approximately, at that time—I am not sure about 
the number of weeks. 

Mr. MacIntyre. Didn’t you tell Mr. Young that one of the reasons 
that you could not go through with the bottling of milk for him as 
per your agreement, your contract to do so, was because if you did 
carry through with that, you would not get this increase in price out 
of the handlers, the other handlers who were competing with him‘ 

Mr. Woopman. No, sir; I didn’t make that statement to Mr, Young. 
Actually, I'd like to make this statement that the contractural ar- 
rangement that was made with Mr. Young was contingent on our 
being able to get a permit, a label for that milk without our name 
having to be on it. In other words, it was going to be a custom-bottle 
operation and we agreed to go through with the thing if we could 
get—if we could get a label approved for the bottle which would not 
carry thé association name on it. And we had found out from the 
Dallas health department and, subsequently, from the State health 
department that this could not be done. And so actually prior to the 
time that this came up; about the premium being paid we had already 
told Mr. Young that it looks like we are not going to be able to go 
through with this agreement because we could not get the city or 
State to permit us to custom bottle without putting our name on 
the label. 

Mr. MacInryre. Under the terms of the contract. you didn’t con- 
sider that you were obligated to permit him to go into the plant and 
to bottle the milk so as to meet that requirement / 

Mr. Woopman. That is right. 

Mr. MacIntyre. You didn’t want to let him do that? 

Mr. Woopman. No, sir. We could not do that. That was not the 
terms. Under the terms of the agreement that we were to do it, it 
was a custom-bottle operation. 

Mr. MacIntyre. You didn’t feel like you wanted to make any 
change in the contract that would permit him to do that? 

Mr. Woopman. No, sir; we could not. 

Mr. MacInryre. Well now, let us go back to this price increase of 
November 5—didn’t the price to the consumers in Dallas go up by 
an equal amount, that is, these distributors started to charging the 
consumers an increase equal to the amount of increase that they were 
paying you and the members of your association ? 

Mr. Woopman. I believe that is true—approximately, a penny a 
quart. 

Mr. MacInryre. On that same day, and it continued through the 
same period of time? 

Mr. Woopman. I believe that is correct. 

Mr. MacIntyre. The increase to you was by an agreement between 
you and the handlers, as you testified ? 

Mr. Woopman. Yes, sir. 

Mr. MacIntyre. And it was a voluntary increase, not required by 
any Federal order ? 

Mr. WoopMan. Yes, sir. 
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Mr. MacInryre. And neither was the increase to the consumers in 
Dallas required by any order of Government, was it # 

Mr. Woopman. No, sir. 

Mr. MacIntyre. So far as you know ¢ 

Mr. Woopman. No, sir. 

Mr. MacInryre. And yet it was imposed uniformly by all handlers, 
distributors of milk in Dallas at the same time ¢ 

Mr. WoopMan. Let me state this, I am not sure that it was imposed 
equally by all handlers. We have nothing to do with retail prices. 
I would state, generally, that prices went up approximately a penny 
a quart. 

Mr. MacIntyre. One penny a quart ? 

Mr. Woopman. I am not sure that one plant went up at the same 
time that. all did, but generally speaking, the price increased. 

Mr. MacInryre. It was reflected in an increase / 

Mr. Woopan. Yes, sir. 

Mr. MacIntyre. Over what period of time did your agreement 
with the handlers provide for this increase to remain in effect? 

Mr. Woopman. To February 28. 

Mr. MacInryre. It was to be limited to that period ? 

Mr. Woopman. Yes, sir. 

Mr. MacInryre. Was it not based on a conversational understand- 
ing between you and representatives of the handlers that it would not 
go into effect if you did carry through your bottling arrangement 
with the Jere Dairy ? 

Mr. Woopman. No, sir. I had no agreement with any handler on 
that basis. 

Mr. MacIntyre. Didn't you have any discussions with any of the 
representatives of the handlers about that? 

Mr. Woopgan. No, sir; I made no agreement with any handler on 
that basis. 

Mr. MacIntyre. Didn’t you tell other people that they had pres- 
sured you into breeching a contract with Mr. Young ? 

Mr. Woopman.. I was not pressured into anything. We frequently 
deal with the handlers on a premium to be paid to farmers, and on 
a number of occasions we have gotten an increase in price. 

Mr. MacIwnryre. Haven’t you told people that the major handlers 
in Dallas pressured you to breech that contract ? 

Mr. Woopman. No, sir. I had no handler ask me to breech a con- 
tract; no, sir. 

Mr. MacIntyre. Didn’t any representative of any handler even 
suggest it to you? 

ir. Woopman. Well, of course, there has been a lot of conversa- 
tions going on in the market about a lot of things, but I can say that 
I, certainly, had no agreement with any handler or his representative 
that we were to breech a contract to Mr. Young. 

Mr. MacIntyre. In the course of a conference you had with Mr. 
Young, didn’t you tell Mr. Young that the major handlers had finally 
accepted a price increase 6f 40 cents per hundredweight, that they 
would be paying you and your producers, and that this was in ex- 
change for your agreement not to bottle milk for Keith Young or 
sell it under the terms of the contract that you had with him? 

Mr. Woopan. No, sir. 
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Mr. MacIntyre. May I ask this, if that is the fact, why was it when 
you were on the stand giving a deposition here some time recently 
you were instructed not to answer that question? Why-couldn’t you 
answer it just as freely as you can answer it now? 

Mr. Woopman. I think I was advised to take the position I did 
because it was a civil case that was pending on the matter and that 
my attorney advised me that it should not be answered. That is the 
only answer I can give you. 

Mr. MacIntyre. Since then, you and he do not see any reason for 
you refusing to answer the question and, therefore, you have answered 
it in the manner in which you have just answered it ? 

Mr. WoopmAn. Yes, sir; that is right. 

Mr. Macintyre. Did you make a statement to Mr. Young that you 
we ee es the handlers fully of the contract that you had with 

im 

Mr. Woopman. Did I tell Mr. Young that? 

Mr. MacIntyre. Yes, that you had told the handlers all about your 
contract with him? 

Mr. Woopman. No, sir. I hadn’t told the handlers about my con- 
tract with him. 

Mr. MacIntyre. Didn’t you tell Mr. Young that you had told the 
handlers? 

Mr. Woopman. I don’t remember telling Mr. Young that I dis- 
cussed that with the handlers. 

Mr. MacIntyre. Now, after you were in this deposition episode 
and refused to answer that question you have answered here, you were 
asked by State and county officials the same question and you refused 
to answer. 

Can you tell us now why you felt on the occasion of your talk with 
them that you felt that you should refuse to answer that question? 

Mr. Woopman. I will make this statement: When the question was 
asked me by State officials it was prefaced by the remarks that “you 
might not want to answer this question due to the fact that there is 
a suit a, 

I said, “Well, that is right; I would prefer not to answer it.” 

However, in this particular hearing I felt like that I should answer 
it. I might say this—pardon me; Mr. Nelson here was not the attor- 
ney representing us on this deposition. 

So Mr. Nelson—— 

Mr. MacIntyre. But you have stated the basis for your distinction 
between the time you refused to answer and now. 

Mr. Woopman. I was advised by the attorney that since there was 
a suit pending that I should not answer the question, either in the 
affirmative or in the negative. And, of course, as I take it when the 
State official asked me the question, as I stated, he prefaced it with 
the remark that I might not want to answer due to the suit pending. 
That is the reason I didn’t answer it in that particular case. 

Mr. MacIntyre. Do you recall discussing with Mr. Young the mat- 
ter of the price differential between his glass gallon jugs and the price 
of the milk in half-gallon containers? 

Mr. Woopman. Do you mean difference in his price and compared 
to the others ? 

Mr. MacIntyre. Yes, sir. 

Mr. Woopman. Yes, sir. 
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Mr. MacInryrp, Tell us what you told him about that, 

Mr. Woopman. If I can recall correctly, I simply told Mr, Young 
that there had been a number of rumors circulated about the market, 
which I am sure he had heard, that another handler in the, market 
was going to go into the gallon jug operation in competition with him. 
And I simply was passing along stories that were going about the 
market for a long time, that the story was that the gallon jug—some- 
one is going into the gallon jug operation and get prices down to where 
his were and that they complained about the difference in the price 
of the gallon jug of milk and 2 half-gallons. ; 

Mr. Stine The complaint that had come to your attention 
from the major handlers was the differential between the 2 half- 
gallons and the gallon jug? : 

Mr. Woopman. You might call them complaints. That. sort, of 
thing had been talked in this market. for a long, long time. 

Mr. MacInryre. And it was talked over between you and the rep- 
resentatives of the major handlers? 

Mr. Woopman. Well, no, I would not say that. I have probably 
talked to half a dozen different handlers’ representatives about that 
thing. We talk to them nearly every day. 

In the conversations with them that subject has come up on many 
occasions. 

Mr. MacIntyre. It was a subject of your conversation with them ? 

Mr. Woopman. Well, yes. We have talked about it. Yes, I am 
sure we have talked about it. 

Mr. MacInryre. And the representatives of these larger handlers 
did not like the spread that existed in the price between the gallon 
jug price and the 2 half-gallon cartons; is that correct ? 

r. Woopman. I think that is generally the idea. They thought 
there was too much difference between the gallon price and the 2 
half-gallons; yes, sir. 

Mr. MacIn'ryre. Didn’t you tell Mr. Young if he would reduce 
that differential he would be in less trouble in the marketing of his 
milk here? 

Mr. Woopman. I probably did. I probably did. I certainly—— 

Mr. MacInryre. That was based on your seasoned judgment, after 
talking with the representatives of the major handlers? 

Mr. Woopman. | was simply passing on to him information that I 
had heard and that I am sure that he had heard many times before 
I told him; I am sure. 

Mr. MacIntyre. But what you did tell him in that respect was 
based on your seasoned judgment that you formed after talking with 
representatives of major handlers? 

Mr. Woopman. I guess you could state that; yes, sir. 

Mr. MacInryre. Mr. Moore of Cabell’s was testifying just a few 
moments ago, and Mr. Williams of his company spoke about: receiv- 
ing milk from this transshipment station in Sulphur Springs. That 
reloading station is operated by you for the benefit of your member- 
ship, isn’t it ? 

Mr. Woopman. It is what we call a receiving station; yes, sir. 

Mr. MacIntyre. Milk coming into it comes in small tank trucks 
and is loaded into larger tank trucks for delivery in Dallas? 

Mr. Woopman. Yes, sir. And other places. 
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Mr. MacIntyre. And it comes from what points—all over? 

Mr. Woopman. Primarily, in northeast Texas, the Hopkins County 
area, around that up there. 

Mr. MacIntyre. Some of it would come from Oklahoma ? 

Mr. Woopman. Yes; we have some milk that comes from Oklahoma 
into that plant. 

Mr. MacIntyre. And it is mixed with the other and delivered into 
Dallas? 

Mr. Woopman. Yes, sir. 

Chairman Parman. Mr. Woodman, I believe it has been testified 
that you have about 9 or 10 distributors here now in the Dallas area. 
Could you break down, according to percentages, the amount approxi- 
mately. handled by each ? 

Mr. Woopman. Mr. Patman, I am sorry, I could have, but I didn’t 
bring that particular information. 

Chairman Patman. But you can furnish it to us? 

Mr. Woopman. Yes, sir; I will be glad to. 

Chairman Parman. In connection with your testimony, your testi- 
mony will be furnished to you for any corrections, anyway. 

Mr. Woopman. I will be glad to. 

Chairman Patman. Will you supplement your testimony by put- 
ting that in? 

Mr. Woopman. Yes, sir; I will be glad to. 

(The information to be supplied is as follows :) 
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has Rerement purchases more than 50 percent of the milk handled from producers residing in Arkansas and 
ssouri. 


Chairman Parman. You could not tell, approximately, about it, 
whether they handle between 10 and 15 percent, from your tables? 
The next ones above them in percentages would be Bordon and 
Foremost, would it not ? 

Mr. WoopmMan. Well, I would hesitate to even surmise what the 
percentages are, Mr. Patman. Of course, we know that Borden and 
Oak Farms and Cabell and Metzger 

Chairman Parman. And Foremost. 

Mr. Woopman. And Foremost—are the big five. 

Chairman Parman. That is right. I will not press you for it. I 
would like to have the accurate information. Please attach it to your 
testimony. 

Mr. Steed, would you like to ask any questions ? 

Mr. Streep. What is the criteria that is used in getting the Federal 
order as to the price of your milk—what price criteria do you use ¢ 
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Mr. Woopman. Under the Federal order ? 

Mr. Steep. Yes. 

Mr. Woopman. It is based primarily on the cost of manufacturing 
milk; that is, condensed and butter and what we call manufacturing 
milk. And to that is added a differential to reflect the additional cost 
of producing the grade A milk in this market. 

Mr. Srreep. How often is that criteria produced ? 

Mr. Woopman. By the month? 

Mr. Steep. By the month. 

Mr. Woopman. Yes. 

Mr, Steep. Changes can be made all of the time? 

Mr. Woopman. Yes, sir. 

Mr. Streep. How long has this 46-cent price prevailed in your area? 

Mr. Woopman. The premium price? 

Mr. Sreep. The 46-cent price, I believe it is, that was mentioned here. 

Mr. WoopMan. I see what you mean. Well, actually, there, I be- 
lieve, 1 cent difference in the price for October and November in the 
class 1 price; that is, milk sold in the bottle, just 1 cent difference— 
I believe it went up 1 penny a hundred pounds. It does not vary very 
much. 

Mr. Streep. Has that been pretty steady during the last 2 or 3 years? 

Mr. WoopMan, There has been quite a lot of variation throughout 
the last few years. 

Mr. Sreep. Is it higher or lower ¢ 

Mr. WoopMan. Our milk prices are actually lower than last year. 
The farmer is getting less for his milk this year than last year. 

Mr. Sreep. What does your association do on any given day or 
any other period that you use, when you have more milk than you 
can ior what do you do with the surplus? 

Mr. Woopman. We have a plant at Muenster and a plant at Sulphur 
Springs, and while they are primarily grade A receiving stations, 
any milk we cannot sell for bottle purposes we process into various 
products, such as Cheddar cheese, powder, cream, and various prod- 
ucts, and dispose of it in that manner. 

Mr. Srerp. This question is to enlighten me on why your area is 
so large. Does the sanan for milk in Dallas ordinarily exceed the 
ability of northeast Texas to fill it? Is that why you have to go into 
Oklahoma and Arkansas and Missouri to supplement the supply ? 

Mr. Woopman. You are getting into a point that we have been 
talking about a lot of times. Of course, there have been times when 
the dairy farmers in what we call our market area have felt that there 
was not a need to go into Arkansas and Missouri to get milk. On 
some occasions, milk is actually—we are short enough here where we 
can use and need that milk. There have been many occasions when, 
actually, there was an adequate supply of milk produced in Texas and 
southern Oklahoma to provide all of the requirements. 

Mr. Streep, Does the demand for this grade 1 milk, whatever your 
best milk is, the kind the public buys, does that demand fluctuate 
from day to day very much ? 

Mr. Woopman. Well, it varies considerably. Of course, we have 
figures that show the variation in daily class 1 sales, But the milk 
business is such that weekends, for instance, there is a lot of variation 
in the sale of milk. For instance, during the Christmas holidays, 
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3 1 sales go to pot, so to speak, when schools turn out, and so 
orth. 

Mr. Strerp. There are days when people drink something else be- 
sides milk? 

Mr. Woopman. Yes. 

Mr. Sreep. This premium price that you negotiated, of 1 cent; is 
that a frequent thing that you do? 

Mr. Woopman. I wouldn’t say frequent, but there are occasions, 
particularly in this market where we feel that the Federal order does 
not reflect certain conditions which might exist in the market at a 
given time. And so, when it does not reflect it, we feel that there is 
a need then to go to handlers and bargain with them, because it may 
be due to drought or excessive rainfall or various things that affect 
the cost of producing milk. And on those occasions we go to the 
handler and bargain with him and try to justify an increase in the 
price of milk paid to the farmer over and above the minimum price 
set up by the Federal milk order. 

Mr. Sreep. You said, though, that the Federal situation can be 
reviewed from month to month. Why is it you can’t adjust the price 
there ? 

Mr. Woopman. When I said that it could be reviewed from month 
to month, what I meant was that, under the Federal order, the way 
po are established—for instance, the basic price might be estab- 
ished on the Midwest condensary or what the big condensaries in 
the Midwest charge, and to that is added a differential in north Texas. 
Maybe the conditions under which this ee B milk is produced for 
condensaries might not reflect accurately the conditions right here 
in north Texas. We might have a severe drought. So, the prices 
would not be fair to the local farmer, and on those bases—— 

Mr. Sreep. Could that not go into the next Federal review, some 
of that criteria ? 

Mr. Woopman. It is pretty difficult, let me say this, to get a Fed- 
eral order price change. You have to call a hearing, and, the way 
things have been recently, it is very difficult to get a hearing. And 
then after the hearing it takes weeks and months, maybe, to get a 
change made. And so, by the time that you get something done 
through a Federal order 

Mr. Sreep. Then the Federal order is a lot more rigid than you 
led me to believe a while ago. That is what I was getting at; first, 
that the Federal order is not something that can be changed easily. 

Mr. Woopman. I didn’t intend to infer that it was a flexible thing. 
I think that is probably, one of the biggest criticisms of the Federal 
order; its inflexibility; that it does not accurately reflect sudden 
changes or conditions which might come about rather quickly. 

Mr. Steep. When you found out that under the city and State law 
that you could not comply with your contract with Mr. Young be- 
cause of the labeling, was that before or after you had concluded 
your negotiations for this 1 cent extra premium price? 

Mr. WoopmaAn. Well, I am not sure about the actual timing on that. 
IT know that it was kind of a coincidental thing that all happened 
during the same period of time. But I think, probably, that we had 
already learned maybe that there was going to be considerable dif- 
ficulty in our being able to go into this contractual agreement and 
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fulfill it because of the fact that we had found that it was impos- 
sible to bottle milk without putting our name on the label. 

Mr. Srexp. And it’is your position then that: the contract with Mr. 
Young, or your inability to live up to that contract or anything con- 
nected with that contract, had absolutely nothing to do with your ne- 
gotiation for this premium price? 

Mr. WoopMAn. We were not able to fulfill the contractual agree- 
ment, regardless of whether there was a premium price paid or any- 
thing else. 

Mr. Srerp. The premium price was not any consideration for your 
discovering that you could not fulfill the contract ? 

Mr. Woopmay. I think it was just coincidental. 

Mr. Sreep. Coincidental ? 

Mr. Woopman. Yes. 

Chairman Patman. You have, Mr. Woodman, given me some in- 
formation that I shall carry back to Washington. It is very 
interesting. 

You know, our money managers operating through the Federal 
Reserve Board for more than 2 years have been raising interest rates, 
claiming each month that by increasing interest rates we will reduce 
the cost of living. But every month during that time the cost of 
living has gone up. And every major item that I know of, or every 
major commodity, has gone up. Naturally, I think, whenever you add 
more interest you add more to the cost of production. That goes into 
the sale of everything and everything goes up; but the money man- 
agers say that it will eventually go down. 

But during that time automobile prices have gone up. Transporta- 
tion prices of all kinds, freight rates, have gone up. Manufactured 
products of all kinds have gone up. Local taxes have pn up. Other 
taxes, certainly, have not decreased any. The costs of doing business 
generally have gone up. 

But I will be able to carry back to Washington one thing as exhibit 
A, the price of milk in the north Texas area. That is the only thing 
I have Sioen of that has gone down. 

However, I don’t believe the money managers can claim any credit 
for that. But that is one thing that has gone down in price, is the 

rice of milk that is paid to the farmers. That has gone down the 
ast 2 years, hasn’t it ? 

Mr. WoopmMan. Yes, sir; it sure has. May I make a statement to 
add to that? 

Chairman Parman. Yes. 

Mr. WoopMan. Secretary Benson’s recent move—with that the price 
of milk will go down some more. 

Chairman Parman. Suppose you elaborate on that? 

Mr. Woopman. It looks like to us that if supports are dropped to 
75 percent, as the Secretary of Agriculture has stated, that the price 
of milk will be reduced some 25 cents per hundred pounds to take 
care of that loss. 

Chairman Parman. Does that apply to your people, your producers, 
the same as the rest of them ? 

Mr. Woopman. It sure will. 

Chairman Patman. And will that affect them, profitwise, and in 
ability to make a living and things like that? 
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Mr. Woopman. Yes, sir; it will, sure. 

Chairman Parman. It will really depress them ? 

Mr. Woopman. I think, Mr. Patman, that it will be the difference 
in a lot of our farmers being able to exist or maybe get by and not 
being able to, just that much difference. ' 

Chairman Parman. And your recommendation is that Congress 
look at that carefully and probably stop it? 

Mr. Woopman. I certainly do. 

Mr. MacIntyre. Mr. Woodman, did you notice that when these 
prices went down in the price of milk in Dallas that your volume 
increased ? 

Mr. Woopman. Well, I will say this, Mr. MacIntyre, I think, per- 
haps, that the overall record will show that there was very little 
increase in the sale of milk. It fluctuated wildly when the milk prices 
went down. It is our supposition that the housewife went to the store, 
ordered a lot of extra milk beeause the price had gone down, filled the 
refrigerator with milk, so our demands from our plants increased a 
great deal right at first. 

And then a few days later, the housewife still had milk in the re- 
frigerator, did not go back and buy milk. So the demand went down. 

Then maybe it came back up. So we had that sort of thing which 
I doubt will reflect that. we sold much more milk. 

Mr. MacIntyre. That is over 

Mr. Woopman. Over the period of a month’s time. It has been 
approximately a month. 

Mr. MacIntyre. In other words, there is just so much milk that is 
being consumed ? 

Mr. Woopman. Well, I think people buy a little more milk, maybe 
drink a little more when it goes down, like it has during the price 
war all right, but I think it kind of levels off. And I doubt if there 
is any material gain. 

Mr. MacIntyre. Do you think in that first day or two, when the 
volume increased, though, that there was any rush among the pro- 
ducers of your association to produce, that it probably affected Shais 
care in the production ¢ 

Mr. Woopman. I don’t think that the price war had one thing at 
all to do with the production of milk. 

Mr. MacIntyre. In other words, the quality of your milk that your 
producers put in stayed the same? 

Mr. Woopman. Yes, sir. 

Mr. MaciInryre. The care of it by the producers remained as high 
as before ? 

Mr. Woopman. I would think it had no effect whatsoever. 

Mr. MacIntyre. When the price goes up on milk in the Dallas area 
it is more or less a key to other areas of Texas, isn’t it? They look 
to Dallas as something in the nature of a bellwether on prices? 

Mr. Woopman. We were the first market to get a Federal milk 
order. And I think the Dallas market is considered and has been 
considered a long time as a sort of reserve pool for milk supplies to 
go into other cities which are more or less deficit many months out of 
the year; yes, sir. 

Mr. MacIwryre. And when this price increase of 40 cents a hun- 
dred went into effect on November 5, 1956, over and above the mini- 
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mum required by the Federal milk order that caused producers in 
other areas in Texas to seek nearly the same sort of an merease, 
didn’t it ¢ 

Mr. Woopman. Yes, sir. 

Mr. MacInryre. Even though it was not required by a Federal 
milk order ¢ 

Mr. Woopman. Yes. 

Mr. MacInryre. Mr. Steed was asking you about this bottling 
problem, as to the obstacle that you saw to your bottling milk for 
Jere Dairy and it being marketed under their cap. Earher we had 
testimony that Cabell did bottle gallon-jug milk for its competitors 
and presumably under caps of theirs for their sales. 

Can you inform the committee why it would be that Cabell could 
do that and you could not do it for Jere Dairy ¢ 

Mr. Woopman. No, sir. I couldn’t answer that question, Mr. Mac- 
Intyre. 

Mr. MacInryre. You don’t have anything in mind that you could 
point to as to why Cabell and Oak Farms and the others could be 
permitted to do it and you could not for Jere Dairy ¢ 

Mr. Woopman. Of course, I can’t answer as to their reasoning at 
all, why they were bottling for their competitors. I just don’t know 
what is behind it at all. 

Mr. MacIntyre. The point was why they could do it under the 
health regulations of Dallas County and the State, for each other, 
and you could not do it for Jere Dairy; that is the point. You 
don’t know the answer / 

Mr. Woopman. No, sir. All I know is that we were told by the 
Dallas Health Department we could not do it. And subsequently, 
told by the State health department we could not do it. 

Mr. Sreep. Did they cite any ordinance or State statutes 

Mr. Woopman. Oh, yes: they had them. 

Mr. Streep. Did they give you the number? 

Mr. WoopMan. I can’t cite them. 

Mr. Steep, Was that oral or written information ¢ 

Mr. Woopman. That was oral information, I believe we got. I 
don’t think we got anything in writing on it from the Dallas Health 
Department that we could not do it. 

Mr. MacInryre. Whatever the regulation was that is supposed to 
have applied in your instance, it was not applied in the other instances ; 
they were permitted to do it? 

Mr. Woopman. I will say this: Since this thing started, the price 
war started, if one of the handlers has been bottling milk for some 
other handler and didn’t put his name on it, then they treat us different 
than they do other handlers; let us put it that way. 

Chairman Patman. Thank you very kindly for your testimony. 

Mr. WoopMan. May I make this statement ? 

Chairman Parman, You may make any statement you desire. 

Mr. Strep. Can you give us the name of the city authority and the 
State authority that gave you that information ? 

Mr. Woopman. Dr. Scholle, from the Dallas Health Department, 
was the one that gave us the information on the city of Dallas. I 
believe you have had him on the stand. 
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The man in Austin—I am sorry—TI can find out, but I don’t re- 
member now. Dr. Lakey with the State health department. 

Chairman Parman. Do you desire to supplement your testimony 
by making a statement ? 

Mr. Woopman. I would appreciate it. 

Chairman Parman. You may do so. 

Mr. Woopman. To make one brief statement. I think it may, per- 
haps, appear from the testimony that I have given that there was 
some conspiracy on the part of the association against the small 
handler. I would like to make this statement: 

We consider every distributor as our customer. As far as our 
playing favorites, we certainly do not. We would regret very much 
to see a small handler go out of business. ’ 

And I might say this: that, with reference to Mr. Young, when 
we were unable to fulfill this agreement that we made with him, we 
did everything in our power to help him out. I think he would admit 
that himself. 

Chairman Parman. That is the information that I have. I was 
very much impressed that after you could not go through with the 
contract you made it possible for him to buy the equipment. 

Mr. Woopman. We located a plant for him. We offered to sell him 
the equipment that we had purchased at a greatly reduced price. We 
supplied him with all of the milk. We standardized the milk for 
him. We have done everything we can to work with him. There has 
been no intent on our part to hurt the Jere Dairy or any other distribu- 


tor, be he small or large. 

Chairman Patman. Thank you very much, Mr. Woodman, for your 
testimony. 

Dr. Scholle, will you return to the stand? Mr. MacIntyre wants to 
ask you a few questions. 


TESTIMONY OF DR. CARL H. SCHOLLE, CHIEF OF THE INSPECTION 
SERVICE, CITY OF DALLAS HEALTH DEPARTMENT—Resumed 


Mr. MacInryre. You have heard the testimony of Mr. Woodman 
about this cap-bottling regulation ? 

Dr. Scuotte. Yes, sir. 

Mr. MacIntyre. Will you answer the question that Mr. Steed asked 
him and which he was unable to answer about the regulation ? 

Dr. Scnotie. At the time that the North Texas Producers’ Associa- 
tion entered into a contract to furnish milk equipment and bottle milk 
for Jere Dairy, Mr. Young made application for a permit to sell his 
milk in the city of Dallas, and we approved the installation of the ) 
equipment, we worked out the details for the processing, the handling, 
and we got down to the point of the label. And Mr. Young, I 
believe, will have to bear me out on this, that there were objections | 
raised in regard to the ordinance as to the labeling that he wished 
to put on this label. Anyone that bottles milk for someone else, either 
the name of the person a the bottling must appear on the label 
or, if he is a permit holder, his permit number must appear on that 
label, so that we can identify the contents of the package, where it 
is being processed, for sampling purposes and for the identification 
for the public’s knowledge, so that we can identify the contents of 
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that package as to where it is processed. And if I recall the exact dis- 
cussion that we had, he did not want to put on there “bottled and 
processed by North Texas Producers’ Association, Muenster, Tex.,”— 
as he didn’t want any mark on the cap or the label that would indicate 
where it was being processed. 

It, also, entered into the point that he was already going to operate a 
plant, in a plant which already held a permit, not for the purpose of 
bottling milk but for the purpose of handling milk. There is a 
difference in handling; in other words, milk that is handled in a 
_ receiving station does not have to have the same labeling as that 
which is put in the bottle. 

So we had several discussions about it. And finally, in order to 
satisfy him, we made a trip to Austin and we discussed the matter 
with Joe Lakey, the director of the division of food and drugs at 
the Texas State Department of Health, and while we were there, he 
put in a telephone call to Mr. Young, and informed him that the 
State law—I mean he upheld the opinion that we had made regarding 
the labeling of his cap, and told him over the phone—I don’t know 
whether he wrote him a letter or not, I am not sure whether he wrote 
a letter or not—informing him of his opinion in regard to the State 
law, in regard to his name or permit number being placed on this cap. 

Any dairy here in town—and this has been done on numerous 
occasions, Mr. Schepps, who operates Schepps Dairy, bottled milk for 
several months for Mr. Louie Teague, using Mr. Teague’s caps, his 
labels, but on that label it was identified on there with the permit 
number as to where that milk was being processed. There was no 
reason to say that we allowed—we would not allow Mr. Young not to 
do what he wanted to do; that we allowed Cabell to bottle for Oak 
Farms. So long as that permit number appears or some identifica- 
tion, either the name or the permit number and the city in which it 
is being processed then that label is an approved label and cap. 

Mr. MacIntyre. Was that the nature of the arrangement, so far 
as Cabell was concerned ? 

Dr. ScHoLLE. Yes. 

Mr. MacIntyre. The permit number was on it? 

Dr. ScHotie. Yes. 

Mr. MacIntyre. Subsequent to your visit to Austin, didn’t the 
State authorities approve a closure cap for this bottling operation 
by Mr. Woodman ? 

Dr. Scuotte. Yes, sir; it was misrepresented. That is why we 
went down there to clear it up. 

Mr. MacIntyre. I am talking about after your trip down there; 
wasn’t it approved ? 

Dr. Scnotie. Not that I know of. I believe it 

Mr. MacIntyre. It was approved before, and then you went down 
and the event occurred about which you have testified ? 

Dr. ScHotie. Yes. 

Mr. MacInryre. But was it not subsequently approved, after a 
further trip to Austin by Mr. Young? 

Dr. Scnorxe. That, I could not say, because I was not in on that 
at all. 

Mr. MacIntyre. That is all. 

Chairman Patrman. Thank you, Dr. Scholle. 
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Call the next witness. 

Mr. MacIntyre. Mr. Thompson. 

Chairman Parman. Come around here, please. Raise your right 
hand. You do solemnly swear that the testimony you are about to 
give before this subcommittee will be the truth, the whole truth, and 
nothing but the truth, so help you God? 

Mr. Tompson. I do. 

Chairman Parman. Identify yourself for the record, please. 


TESTIMONY OF TOM THOMPSON, DALLAS, TEX. 


Mr. MacIntyre. You are an employee of a small grocery store, I 
believe, out 

Mr. Tuompson. Produce store; yes, sir; produce. 

Mr. MacIntyre. In Irving, and the name of that store is the Gordon 
Sheffield Store ? 

Mr. TuHompson. Yes, sir. 

Mr. MacInryre. In your work for that store, did there come to 
your attention any remarks by any representatives of dairy handlers 

a the Jere Dairy ? 

r. Toompson. Well, now, the only one that I can recall was right 
after Thanksgiving, and the next day or so there was a man come in 
there and made himself acquainted, but I couldn’t remember his name 
right now. 

Mr. MacIntyre. Whom did he represent ? 

Mr. Tuomprson. Foremost. 

Mr. MacIntyre. Foremost Dairy ? 

Mr. THompson. Yes. 

Mr. MacInryre. And what did he say that caused you to remember 
that visit by him ? 

Mr. Tompson, Well, he asked me how was business; had our busi- 
nes gone down since the milk war had started. I told him, “Yes, sir. 

a said, “Well, 1 am from this dairy, and I am checking on different 
places.’ 

Mr. MacIntyre. Did he ask whether you handled the Jere Dairy 
and Beverly Hill? 

Mr. Taompson. Beverly Hill; he used that. 

Mr. MacIntyre. Yes. 

Mr. Tuompson. So, I told him, “Yes; I can tell it. It has not been 
but a few days, but I can certainly tell that it has; it has gone down 
considerably.” 

He said, “Well,” he says, “I would think he would be foolish to 
fight them because he is too small a man to fight the dairies.” And 
so he said, “Well, i have got another place or two to go to, and I 
will be on my way.” 

T didn’t think anything about it. 

So I told Mr. Sheffield about it. So, that is the way it got around, 
you know. The fact of the business; I didn’t know at the time what 
it was all about. It was just a day or two after Thanksgiving, about 
the time that they started this milk war. 

Mr. MacIntyre. Did either he or the representative of any other 
milk distributor say anything about driving any of these small dairies 
out of business ? 

Mr. Tuompson. Not to me. 

Mr. MacIntyre. Not to you? 
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Mr. Tuompson. No. 

Mr. MacIntyre. Didn’t mention the Jere Dairy in that respect? 

Mr, Tuompson,. No, sir. 

Chairman Parman. Are there any questions? 

Mr. Streep. No. 

Chairman Parman. Thank you very kindly. That is all. You are 
excused. 

Call the next witness. 

Mr. MacInryre. Mr. J. Wilson. 

Chairman Parman. You do solemnly swear that the testimony you 
are about to give before this subcommittee will be the truth, the whole 
truth, and nothing but the truth, so help you God ? 

Mr. Wirson. Yes, sir. 


TESTIMONY OF JIM WILSON, MANAGER, BORDEN CO., 
DALLAS, TEX. 


Chairman Parman. Identify yourself for the record. 

Mr. Witson. Jim Wilson, manager of the Borden Co., Dallas, Tex. 

Mr. MacInryre. You are the manager for the Borden Co. in 
Dallas? 

Mr. Wison. In Dallas; yes. 

Mr. MacInryre. How long have you held that position ? 

Mr. Witson. About 21% years, Mr. “MacIntyre. 

Mr. MacIntyre. What was your position prior to that? 

Mr. Wirson, Assistant manager, 

Mr. MacInryre. How long did you hold that position ? 

Mr. Witson. About 3 years. 

Mr. MacInryre. Have you worked for Borden elsewhere, in other 
areas ¢ 

Mr. Wixson. In New Orleans, La. 

Mr, MacInryre. In New Orleans? 

Mr. Witson. Yes, sir. 

Mr. MacInryre. What was your position with Borden in New 
Orleans / 

Mr. Witson. Assistant manager. 

Mr. MacInryre. For what period of time $ 

Mr. Wixson. For 5 years, from 1946 to 1951. 

Mr. MacInryre. 1946 to 1951? 

Mr. Wiutson. Yes, sir. 

Mr. MacIntyre. How long has Borden been in the New Orleans 
market ? 

Mr. Witson. Since 1946. 

Mr. MacIntyre. In other words, you went with them when they 
entered the market Saal ¢ 

Mr. Wrison. No. I joined the Borden Co. in Dallas in 1931, but 
was transferred to New Orleans in 1946 for a 5-year period. 

Mr. MacIntyre. How long has Borden been in the Dallas market ? 

Mr. Witson. Operating under the name of the Borden Co. about 
24 or 25 years. 

Mr. MacIntyre. Has it operated here under any other name? 

Mr. Wison. It operated under the name of the Dallas Milk Co. 
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Mr. MacIntyre. Was that prior to the time that it started operat- 
ing as the Borden Co. here, or since ? 

Mr. Witson. That was prior. 

Mr. MacIntyre. You have never been connected with the central 
executive office of the Borden Co.; have you? 

Mr. Witson. No, sir. 

Mr. Macintyre. You have been a manager ? 

Mr. Wirson. Yes. 

Mr. MacIntyre. You would not be prepared to testify concerning 
the scope of the operations of the entire company ? 

Mr. Winson. No, sir; I sure would not. 

Mr. MacIntyre. Mr. Chairman, I would like to read into the record 
at this point a statement about the nature of the organization of the 
Borden Co. so that we will have a little bit better understanding of 
the witness’ testimony, if I may. 

Chairman Parman. Prepared by whom ? 

Mr. MacIntyre. By the Federal Trade Commission after a very ex- 
tensive factual field investigation and as the result of interviews with 
representatives of Borden. 

Chairman Parman. You may proceed. 

Mr. MacIntyre (reading) : 


Each of the following is a corporation organized, existing, and doing business. 


under the laws of the State and with its principal office and place of business 
located as hereinafter set forth. 

The Borden Co., a New Jersey corporation with principal office and place of 
business 350 Madison Avenue, New York. 

Fussell Ice Cream Co., Newark corporation, with offices at 1805 Park Avenue, 


New York. 
The Ricciardi Co., Inc., a New York corporation, with offices at 205 East 24th 


Street, New York. 

Borden is engaged in the business of producing, purchasing, processing, man- 
ufacturing, selling, and distributing dairy and related food products among 
which are ice cream, sherbets, and other similar frozen dairy foods, hereinafter 
referred to as “frozen products,” throughout the United States. It operates its 
frozen-products business directly and through the Borden companies, and other 
wholly owned and controlled subsidiaries. Borden has approximately 200 
subsidiaries, over 170 of which are inactive, functioning merely as name- 
protecting corporations to protect various divisional names. 

Borden is primarily an operating company engaged principally in the pur- 
chase, manufacture, processing, and distribution of dairy products throughout 
the United States and Canada. Borden is the second largest dairy company 
engaged in the dairy-products industry in the United States. A substantial 
portion of the growth of Borden has been through mergers or acquisitions. Be- 
ginning in 1928, Borden initiated a policy of expansion by acquiring a large 
number of concerns engaged in practically all branches of the dairy-products 
industry. By 1950, prior to the time section 7 of the Clayton Act was amended, 
Borden had acquired over 500 concerns engaged in the purchase, manufacture, 
processing, and distribution of fluid milk, ice cream, cheese, butter, milk by- 
products, and condensed and evaporated milk. Primarily as a result of said 
acquisitions, Borden’s net sales increased from $180,849,994 in 1928 to $613,- 
763,267 in 1950. Borden followed a pattern of acquiring dairy concerns in 
selected localities, strengthening its position in these localities by additional 
acquisitions, branching out by acquiring companies in nearby localities, consoli- 
dating its local acquisitions into broad regional or district organizations, 
bringing into the fold leading companies in the major regions, and, by this 
steady pattern of encroachment, becoming a nationwide organization with a 
substantial share of the purchasing, manufacturing, processing, and distribu- 
tion of dairy products. 
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In this statement, also, is a list of the concerns that Bordon ac- 
quired after 1951, and they are indicated in this statement, but I will 
not take the time of the committee to read that list of names of the 
companies it did acquire in that period of time. I would like to ask 
that the reporter copy them into the record at this point. 

Chairman Parman. Without objection, that will be so ordered. 

(The list is as follows :) 


In a series of transactions beginning in January 1951, Borden has acquired 
all or part of the stocks or assets of the following-named corporations engaged 
in the purchase, manufacture, processing, or distribution of dairy products. 
When used herein the term “dairy products” shall include one or any number 
of the following products: Milk, cottage cheese, cream, ice cream, cheese, but- 
ter, powdered milk, ice cream mix, canned fresh milk, frozen desserts and evap- 
orated milk. 

All of the acquired corporations at the time of the said acquisitions, in the 
regular course of business, either manufactured, purchased, processed or dis- 
tributed dairy products in and throughout the various States of the United 
States or purchased and received shipments of dairy products or equipment re- 
lated to the manufacture, processing or distribution of dairy products from 
producers, suppliers, manufacturers or processors located throughout the 
United States. 

All of the acquired corporations, prior to and at the time of the acquisitions, 
were engaged in commerce, as “commerce” is defined in the Clayton Act and the 
Federal Trade Commission Act. Such acquisitions include the following: 


1951 
1. Datson Dairies, Inc., 148 West Street, Orlando, Fla. 


2. Algona Ice Cream & Candy Factory, Inc., 519 Diagonal Street, Algona, Iowa. 

3. Lindale Dairy Corp., 124 West Lexington Avenue, High Point, N. C. 
1952 

4. Abdella Ice Cream Co., Inc., 6-8 Elm Street, Gloversville, N. Y. 

5. Hawthorne Mellody Farms Dairy of Indiana, Ine., 1224 North Capitol 
Avenue, Indianapolis, Ind. 

6. Oakside Dairy Products, Inc., Route 14, Woodstock, ILL. 

7. Longhorn Creamery, Inc., 947 South Fourth Street, Abilene, Tex. 

8. Bassett Dairies, Inc., 1945 North Monroe Street, Tallahassee, Fla. 

9. Arden Farms Co., 1900 West Slausen Avenue, Los Angeles, Calif. 

10. Cooperative Dairies, Inc., Monroe, La. 


1953 


11. Progress Ice Cream Co., Inc., 900 Huntington Street, Watertown, N. Y. 
12. Winnebago Cheese Co., 217-229 West Division Street, Fond du Lac, Wis. 
13. Washington Better Foods, Inc., 1400 Alasken Way, Seattle, Wash. 

14. Schaefer Dairy Co., Inc., 2324 Bast 30th Street, Indianapolis, Ind. 

15. Ridge Dairies, Inc., Polk County, Fla. 


1954 


16. Seni-Seal Dairies, Inc., 1743 East Genesee Avenue, Saginaw, Mich. 

17. Sturtevant Dairy Products Co., 400 16th Street, Rock Island, Ill. 

18, Pep Creameries, 433 Main Street, Watsonville, Calif. 

19. McLeran Ice Cream Co., 317 South Spring Street, Tupelo, Miss. 
1955 

20. Cream-O-Kern, 121 Bast 21st Street, Bakersfield, Calif. 

21. Hi-Lan Dairy, Inc., 2341 Second Avenue, Des Moines, Iowa. 

22. F. H. Soldwedel Co., 301 East Elizabeth Street, Pekin, Il. 

23. Chenango Ice Cream Co., Inc., 16-18 Waite Street, Norwich, N. Y. 

24. Clover Farms, Inc., 77 Sedgewich Street, Bridgeport, Conn. 

25. Everpure, Inc., 1024 Hast Fairchild, Danville, Il. 

26. Farmer’s Dairy Management, Inc., 2707 Dixie Highway, Hamilton, Ohio. 

27. Skipton Dairy Co., Inc., 755 Worthington Street, Springfield,. Mass, 

28. Santa Maria Dairy Products Co., Route 3, Baton Rouge, La. 

29. Brandt Dairies, Inc., Barrington, II. 

30. Terry Dairy Products Co., Inc., Little Rock, Ark. 

31. Clover Brand Dairies, Inc., High Point, N. C. 
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1956 
32. Sylvan Seal Milk, Inc., Philadelphia, Pa. 
33. The Continental Frozen Desserts Co., Oxon Hill, Md. 
In a series of transactions beginning in January 1951, Borden acquired all 
or part of the assets of 47 dairy-product concerns, located in 17 States, which 
were individually owned and were not corporations. Such acquisitions include 
the following : 
1. Arthur B. Hall, Haddam, Conn. 
2. R. J. Webb, Kermit, W. Va. 
3. Wilson Ice Creain Co., Bloomington, Ill. 
4. Meadowbrook Dairy, Santa Cruz, Calif. 
5. Blanco Dairy, Watsonville, Calif. 
6. Eastland Creamery, Eastland, Tex. 
7. James Clark, Tucson, Ariz. 
8. Flint Ideal Dairy, Tucson, Ariz. 
9. South Texas Producer’s Association, Waco, Tex. ' 
10. Quality Dairies, Pensacola, Fla. ' 
11. Pipkin Farms Dairy, Lakeland, Fla. 
12. Vinson’s Dairy, Fort Valley, Ga. ; 
13. Modern Creamery, Gilroy, Calif. 
14. Sam L. Mills, North Little Rock, Ark. 
15. Seoggins Ice Cream Co., Oklahoma City, Okla. 
16. Triangle Distributing Co., Carlsbad, N. Mex. 
17. Harms Dairy, Savannah, Ga. 
18. Various milk Routes, Tucson, Ariz. ; 
19. Savannah Ice Cream Co., Savannah, Ga. ' 
20. St. Andrews Bay Dairy, Panama City, Fla. : 
21. Elco Dairy, Waxahachie, Tex. ' 
22. Longs Dairy, Stowe, Ohio. ' 
23. Frymuth’s Ice Cream Co., El Paso, Tex. ' 
24. Gold Medal Dairy Products, Ocala, Fla. 
25. Pine Ridge Dairy, Leesburg, Fla. 
26. Ramer’s Dairy, Sebring, Fla. 
27. Mandis Stock Farms & Dairy, Avon Park, Fla. 
28. Carmel Dairy, Carmel, Calif. 
29. Purity Milk Company, Meridian, Miss. 
30. Lanes Creamery, Jackson, Miss. 
31. Purity Ice Cream Co., Hot Springs, Ark. 
32. Maud Maid Ice Cream Company, Maud, Tex. 
33. Lake Wales Dairy Co., Lake Wales, Fla. 
34. Melba Creamery, Mobile, Ala. 
35. Mansfield Dairy, Gainesville, Fla. 
36. Nacogdoches Ice Cream Co., Nacogdoches, Tex. 
37. Clearwater Jersey Dairy, Clearwater, Fla. 
38. Forman’s Sanitary Dairy, Fort Lauderdale, Fla. 
39. Schmid Milk Company, Sarasota, Fla. 
40. Ponder’s Ice Cream Co., Greer, 8. C. 
41. Georgia Better Milk Farms Dairy, Culverton, Ga. 
42. Sanders Ice Cream Co., Esterville, Lowa. 
43. Mills Dairy, Hudson, Ohio. 
44. Garmon Ice Cream Co., Greenville, Miss. 
45. Shamrock Dairy Products Co., Lafayette, La. 
46. Lucerne Jersey Farm, Augusta, Ga. 
47. Wren Farms, Waukesha, Wis. 


Mr. MacInryre. As manager in Dallas for Borden, do you made 
the decisions on what the price policies of Borden will be in this 
area ¢ 

Mr. Witson. Yes, sir; I do. 

Mr. MacIntyre. Do you do that after consultation or after direc- 
tion from the central headquarters of Borden ¢ 

Mr. Wison. If some unusual circumstance might occur I would, 
certainly, talk to my executives in Houston, but otherwise, normal 
price changes, I make that decision. 
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Mr. MacIntyre. Have you had decisions concerning all of the price 
changes that have been made on Borden’s products in Dallas since 
midsummer of 1957 ? 

Mr. Wirson. Yes, sir. 

Mr. MacIntyre. All of those were your decisions ? 

Mr. Wirson. Yes, sir. 

Mr. MacIntyre. Were they made after consultation with other 
executives of Borden ? 

Mr. Witson. Not normal increases; no. You spoke of midsummer 
1957. As I recall, I do not think we have had any increases since that 
period of time. 

Mr. MacInryre. I am talking about price changes. 

Mr. Witson. That is what oo speaking of, the selling price. I 
don’t believe we have had any changes for that period of time since 
midsummer of 1957. 

Mr. MacIntyre. In Dallas? 

Mr. Witson. In Dallas; yes. 

Mr. MacIntyre. In other words, the price you have been selling 
milk for in Dallas has not changed since midsummer 1957 ¢ 

Mr. Wurson. The last price change we had was April 10, 1957, 
until this condition.came about here just recently. 

Mr. MacIntyre. Well, I was taking into account all of the period 
in my question, including November and December 1957. 

Mr. Wirson. That is right—including. 

Mr. Macintyre. So you did make changes in price during Novem- 
ber and December ? 

Mr. Wirson. Yes, sir. 

Mr. MacInryre. Do you have a tabulation that you prepared in 
accordance with our request for submittal to us here showing the dates 
of all of those changes ? 

Mr. Witson. Yes, sir; I have. 

Mr. MacInryre. Will you submit it to us for our use and for in- 
clusion in the record ? 

Mr. Wiison. Yes. 

Mr. MacInryre. Before getting into the price changes, may I ask 
you what part of the total market in terms of percentage does Borden 
have in the fluid milk distribution in Dallas? 

Mr. Wison. It is an estimate—somewhere in the neighborhood of 
about 21 percent. 

Mr. MacIntyre. About 21 percent? 

Mr. Wison. That is based on our total volume. We do not sell 
all of that in Dallas. You see, we have branches, at Waco, Green- 
ville, Denton, and Wichita Falls. 

Mr. MacIntyre. My question has to do with what part of the total 
distribution that you have in the Dallas area ? 

Mr. Wirson. I really don’t know. 

Mr. MacIntyre. Would it approximate 

Mr. Witson. Somewhere around 17 or 18 percent. 

Mr. MacIntyre. 17 or 18 percent of the total ¢ 

Mr. Wirson. Yes. 

Mr. MacIntyre. Would you say that is larger than the percent- 
age enjoyed by any other distributor in Dallas? 

Mr. Wuson. No, sir; I could not say that. 
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Mr. Maolnryre. Is it your opinion that is the largest ? 

Mr. Wuson. I think we are one of the largest. 

Mr. Macintyre. One of the largest ? 

Mr. Witson. Yes. 

Mr. MacIntyre. I notice from this tabulation that you do not 
indicate the butterfat content that is involved in the milk to which 
these prions apply. Will you please tell us what that butterfat con- 
tent is? 

Mr. Wison. 3.8. 

Mr. MaclInryre. 3.8? 

Mr. Wurson. Yes. 

Mr. MacIntyre. Butterfat? 

Mr. Wiuson. Yes. 

Mr. Macintyre. Will you please = for the record, and to the 
members of the committee, why you felt it necessary to reduce your 
price on November 29, 1957, in Sot eation paper containers in whole- 
sale in store to 32 cents net ? 

Mr. Wuson. I will be glad to. About 8 o’clock our route sales- 
men began calling in and reporting to their immediate supervisors 
that the price of competitive milk * dropped—what were they to 
do. And in some instances, the grocery men would not even buy 
milk from them at the higher price—at the price prior to Thanks- 
giving Day. Therefore, they said they had seen invoices—they had 
seen pricelists where the prices had been reduced to 32 cents for half- 
gallon cartons. Under those circumstances we had to be competitive. 
And their immediate supervisors instructed them, after talking with 
me, to meet—they have had to meet competition. And those calls 
went on up until about 9:30 or 10 o’clock before all of the route men 
could call in which made it necessary for, in some instances, them 
to go back to service customers that would not buy from them or to 
trace back and adjust invoices. 

Mr. MacIntyre. These were prices in half-gallon paper containers 
that you were meeting ? 

Mr. Wiuson. Yes, sir. 

Mr. MaciInryre. They were already 32 cents in those containers? 

Mr. Wirson. Yes, sir. . : 

Mr. MacIntyre. In what part of your area did you install those 
new low prices of 32 cents? 

Mr. Witson. At the outset it was only Dallas. When I say “Dal- 
las,” it includes Grand Prairie, Irving, and Corsicana. But it grad- 
— oe to the areas around Greenville, Sherman, and Denison. 

r.. MacIntyre. You speak of Sherman, whose competition in 
Sherman were you meeting? 

Mr. Wirson. We were meeting practically the same competition we 
meet here in Dallas. 

Mr. MacIntyre. Who was that? 

Mr. Wuson. Foremost, Oak Farms, and Metzger. 

ee MacIntyre. You were meeting Foremost’s price then in Sher- 
man ? 

Mr. Wuson. Yes, sir. 

Mr. MacIntyre. Was that, also, true on December 4, when you 
put the net price on half-gallons down to 26 cents? 

Mr. Witson. The same thing happened on December the 4th. 
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Mr. MacInryre. You were meeting Foremost competition up at 
Sherman and here? 

Mr. Witson. We were meeting more than one. 

Mr. Maclnryre. But they were—well, let us take Sherman, who 
operates there outside of ’oremost ? 

Mr. Wuson. Foremost, Oak Farms, and Metzger. And Lamar 
Creamery. Their plant is in Paris. 

Mr. MacIntyre. What did you do about Waco on that same occa- 
sion ? 

Mr. Witson. We didn’t do anything about Waco. 

Mr. MacIntyre. You didn’t have the same competitive incentive 
there that you had at Sherman and in Dallas? 

Mr. Wirson. That is correct. 

Mr. MacIntyre. So your price remained in Waco at what level? 

Mr. Wirson. At the level that it was. I don’t have that, those 

rices. 
® Mr. MacIntyre. Approximately, a dollar a gallon at retail in half- 
gallon paper containers / 

Mr. Witson. Approximately 92 cents. 

Mr. MacIntyre. Approximately 92 cents? 

Mr. Wirson. Yes. 

Mr. MacIntyre. And in other areas distant from Dallas, the price 
continued, so far as Borden was concerned 90 cents to $1? 

Mr. Wirson. Yes, sir. 

Mr. MacIntyre. You do know representatives of these other major 
distributors in the Dallas area, do you not? 

Mr. Wiuson. Yes, sir; I do. 

Mr. MacIntyre. Mr. Earl Cabell? 

Mr. Witson. Cabell, yes, sir, 

Mr. MacIntyre. Did you discuss this matter with him prior to this 
outbreak of this so-called price war ? 

Mr. Wixson. The discussion I had with Mr. Cabell—the last dis- 
cussion I had with him, I will put it that way, was when he called 
me some time in September and hold me that he was going to bring 
out the gallon jug and that he would be glad to bottle gallon jugs 
for us, if we wanted it. 

Mr. MacIntyre. What did you tell him ? 

Mr. Witson. I didn’t tell him anything at that time. I told him 
we were going to look the situation over for a while. 

Mr. MacIntyre. What did youetell him since then ? 

Mr. Wixson. We did decline the offer. We are not in the gallon- 
Jug business. 

Mr. MacIntyre. You never asked him to bottle any or told him 
that you would plan on doing so? 

Mr. Witson. No, sir. Frankly, we don’t like the package, Mr. 
MacIntyre. It is bulky, the breakage is high. And oftentimes we 
have got losses from breaking gallon jugs. As to youngsters, it is 
very hard for them to handle, the weight of it. 

We were in the gallon jug business some 20 years ago and we 
have had that experience right here in Dallas. 

Mr. MacIntyre. Did you discuss your disinclination of going into 
it with Mr. Lloyd Hughes of Foremost ? 

Mr. Wirson. No, sir. 
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Mr. MacInryre. Mr. Spencer and Mr. Thompson of Oak Farms? 

Mr. Wirson. No, sir. Did I discuss our disinclination to go into 
the gallon jug business! 

Mr. MacInryre. Yes; they never learned your dislike for the gal- 
lon jug then? 

Mr. Wirson. They have never learned. 

Mr. MacInryre. I say, they didn’t learn from you that you do not 
like the gallon jug business ? 

Mr. Witson. Apparently, they know, or we would have been in it. 
There has been a competition on the market for some time. We 
have ignored it. There were small operators. And certainly, we 
were not intent on putting them out of business. They only had 
1 item, or 2 items, aeceas we had full lines. We were not too dis- 
turbed about those two. 

I might say this now; that, since this condition started on Novem- 
ber 29, we have placed orders for gallon-jug equipment. If we are 
going to have to compete with major competition, we feel that we 
will have to have it. 

Mr. MacIntyre. So, as much as you dislike it, you are going into it? 

Mr. Witson. That is right. Very reluctant; forced into it. 

Mr. MacInryre. Do you have any ideas about what differential 
in price would be as between it and the half-gallon paper containers 
in your sale of it? 

Mr. Wison. No; I don’t at the moment, Mr, MacIntyre. 

Mr. MacIntyre. Would it be at a higher price, or lower? 

Mr. Wirson. It would be a lower price. 

Mr. MacIntyre. It would be at a lower price? 

Mr. Wuson. It would be a lower price; yes, 

Mr. MacIntyre. How soon do you intend to get into it? 

Mr. Witson. We were informed by our suppliers they would pos- 
sibly ship the equipment around the middle of January. They have 
been closed down during the holidays and so there was some delay. 

Mr. MacInryre. You can deliver milk in just as sanitary a con- 
dition in those as you can in the other containers / 

Mr. Witson. You ean, but there is a problem there of washing 
those gallon jugs—great problem in washing the quarts and half 
gallons; that is a great problem, that is, of glass, 

Mr. MacInryre. Most of your half-gallon deliveries to homes have 
been made in glass, haven’t they ? 

Mr. Wirson. Practically all of it ;gyes, sir. 

Mr. MacInryre. You have never gone to paper so much for the 
home delivery ? 

Mr. Witson. The housewives don’t seem to want paper delivered 
to their homes. 

Mr. MacInryre. They are willing to wash out the glass and set it 
back for you and you take it up? 

Mr. Wuson. That is right. 

Mr. MacIntyre. That is what you are going to expect from your 
customers ? 

Mr. Witson. We don’t require them to do it. But the housewives 
do. 

Mr. MacIntyre. You will expect that ? 

Mr. Wirson. We hope so. 

Mr. MacIntyre. The same plan? 
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Mr. Wison. Yes. Of course, we offer the gallon jugs to our 
wholesale trade as well; we will offer it to them. 

Mr. MacIntyre. Did you attend a convention in San Francisco 
back in the summer when Mr. Cabell attended it ? 

Mr. Wison. In October—yes, sir. 

Mr. MacIntyre. Did you have this subject come up in any diseus- 
sion with him up there ? 

Mr. Witson. No, sir. I saw Mr. Cabell, but I did not talk with 
him. I spoke to him is about all. 

Mr. MacIntyre. You didn’t discuss it with other people at the 
convention ? 

Mr. Wirson. No, sir. 

Mr. MacInryre. About what was going to happen in Dallas? 

Mr. Witson. No, sir. | 

Mr. MacIntyre. Did you have any idea at that time that this 
gallon-jug price war was going to break out in Dallas? 

Mr. Wixson. Didn’t have the slightest idea. I knew Mr. Cabell 
was going to bring out the gallon jug. 

Mr. MacIntyre. Was your first information about it when Cabell 
told you about that ? 

Mr. Witson. That was my first, along in September. 

Mr. MacInryre. And that carried it back to September ? 

Mr. Witson. Yes, sir. 

Mr. MacIntyre. That was before the convention, wasn’t it? 

Mr. Witson. The convention was in October. 

Mr. MacInryre. So, he told you about that before you went up to 
the convention ¢ 

Mr. Wirson. Yes, sir; he did. 

Mr. MacIntyre. What was your next information about it? 

Mr. Wirson. My next information was when a Cabell representa- 
tive called our wholesale sales manager and told him that they would 
have the gallon jug, either Friday or Saturday, or approximately 
Monday after Thanksgiving. 

Mr. MacInryre. What was the date of the call? 

Mr. Wuson. The date of the call, as I remember, was on the 27th, 
just before Thanksgiving. 

Mr. MacIntyre. That was before Thanksgiving? 

Mr. Witson. Yes. 

Mr. MacIntyre. Informing you that it would be out after Thanks- 
giving? 

Mr. Wixson. Yes, sir. 

Mr. MacIntyre. What was your next call from them ? 

Mr. Wrison. Next call from where? 

Mr. MacIntyre. From Cabell, the other distributors, about this 
matter ? 

Mr. Wuson. I don’t recall having any other calls from them. 

Mr. MacIntyre. Was that your last information from the other 
distributors about what they were doing or going to do? 

Mr. Wiison. This may have been—I am not sure of this date— 
but I think I talked to Mr. Waters, of Foremost, asking him about 
what he thought, if we are going to have to meet this thing—the price 
is already broke—would it be more logical to go to half gallon of glass 
than half gallon of paper. 
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Mr. MacIntyrs,. That was Mr. Lindsey Waters? 

Mr. Wuson. K. L. Waters—he is the sales manager at Foremost. 

Mr. MacInryre. Mr, Waters is a subordinate of Mr. Hughes? 

Mr. Wuson. Yes, sir. 

Mr. MacIntyre. What did he tell you he thought about it when 
you discussed it with him ? 

Mr. Wuson. He told me that he didn’t think that the stores would 
accept the glass. 

Mr. Macintyre. He thought that you ought to cut the price on the 
half gallon paper then, instead of going down on the glass? 

Mr. Wuson. That was already down. The damage had already 
been done on paper—lI don’t recall whether that was on a Friday or 
Saturday—on the first day that the prices were reduced. 

Mr. MacIntyre. I thought you said, though, that he discussed, or 
you discussed with him, the matter of whether you should go down 
on glass to meet the competition of the gallon jug? 

Mr. Wrrson. That is correct. 

Mr. MacIntyre. What was his view on that, as to whether you 
should or should not do it? 

Mr. Wuson. His view was that he didn’t think that the major ac- 
counts would handle, would accept, glass. 

Mr. MacIntyre. What was your view about it? 

Mr. Wuson. I think that they would. 

Mr. MacIntyre. Did you tell him so? 

Mr. Witson. I did. 

Mr. MacIntyre. You proceeded then to follow your view on it? 

Mr. Wuson. No; we didn’t in order to meet the glass price, to meet 
the paper price with the glass price, naturally, we had to meet it with 
Pe rice to be competitive, 

r. MacInryre. In your course of action, you followed his view 
instead of your view as to what ? 

Mr. Wiutson. We were forced to follow it to be competitive—com- 

lled. 
ree. MacIntyre. His view prevailed as to what was a proper course 
then ? 

Mr. Wuson. That is right. 

Mr. MacIntyre. What other discussions did you have with him 
about this thing after that? 

Mr. Wuson. That wasall. 

Mr. MacIntyre. That was the last ? 

Mr. Witson. That wasall. 

Mr. MacIntyre. What was the day ? 

Mr. Wixson. I don’t recall whether on the 29th or 30th—November 
29th or 30th. 

Mr. MacIntyre. That was prior to the date on which this lowest 
level was reached which would be December 4th ? 

Mr. Wuson. That is correct. 

Mr. MacIntyre. At that time did you see any prospect of this 
December 4 thing ? 

Mr. Wuson. I had no idea what would happen on December 4. 

Mr. MacIntyre. You knew about the 32-cent price? 

Mr. Wuson. I knew about that, definitely. 
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Mr. MacIntyre. You were not surprised, after you had this dis- 
cussion, when the December 4 price of 26 cents was made, were you ¢ 

Mr. Witson. Beg pardon? 

Mr. MacInryre. See were not surprised when this 26-cent price 
was made on December 24 after you had that conversation? 

Mr. Wuson. I might say I was slightly surprised to see the price 
of milk gothat much lower. 

Mr. MacIntyre. You understood from him that it was going on 
down as competition brought the market down ? 

Mr. Wirson. Hedidn’t tell me that; no, sir. 

Mr. MacIntyre. It was just a discussion about the views on the 
glass and the paper ? 

Mr. Wuson. That is correct, yes, sir. 

Mr. MacIntyre. Mr. Chairman, I would like to offer for the record, 
to include in the record, this tabulation. 

Chairman Patman. Without objection it is so ordered. 

(The tabulation referred to is as follows :) 


Selling price (in cents), sweet milk, Dallas, Tez. 











WHOLESALE 
Jan.1, | Mar. 15, May 3, | Nov. 5, | Mar. 4 
1956 1956 1956 1956 ie” 
ee Fr oe eee Pree oe 46 44 48 50 
No cn ca og Was da > ioe ceaewakal 2314) 22%) 2444) 25% 
Pe hoes ba dodadssek ed nk | 124% 12 13 | 1344 
| 
RETAIL 
as Eh ecinininbinnd 49 | 47 aL | 53 | 49 47 
Quarts. ania Gekaghetetaiee aeaeaie’ 2 | 24 27 25 “A 
Pints—no sales. 








WHOLESALE 


Lace 29, 1057 | Dec, 4, 1957 [= Dee, 17, 1957 | Dec. 23, 1957 














Half gallons wee ae 32 26 | 32 

Juarts baat aeicwtnimiute cacenia wes 22% 2234) 2214 oo 

dee 2 12 | 12 12 
RETAIL 


| Nov, 30, 1957 | Dee, 5, 1957 


Dee, 17, 1957 | Dec, 23, 1957 





Half gallons_-_--.-- ii fei . 37 33 
Quarts. ...54-4-5608-- _ | 24 | 
Pints—no sales. | | 


Mr. MacInryre. I believe that is all I have. 

Chairman Patman. Mr. Steed, would you like to ask some ques- 
tions ? 

Mr. Steep. Mr. Wilson, do you get all of your milk for the Dallas 
area from the co-op ? 

Mr. Witson. We get—we have been getting all of it. There have 
been times in the past that we had to ship milk in, but that has been 
5 years ago, I'd say. I'd say, the past 2 or 3 years we have been 
getting it from the North Texas Producers’ Association. 


39 43 


4 4 
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Mr. Srexp. Did you ever express your views to anybody in the 
industry in the Dallas area what you thought the differential between 
the glass jug and other milk prices should be? 

Mr. Wison. I have never expressed my view. I am convinced 
there should be a differential. 

Mr. Streep. Have you ever yourself had any conversation or been 
present when anyone in your company or any industry had any con- 
versation relative to the purchase of a competitor in this area ! 

Mr. Witson. No, sir. 

Mr. Streep. Would a matter of that sort that your company might 
be interested in come to your attention ¢ 

Mr. Wiison. Well, if it was in this area, yes; it would, Mr. Steed: 
yes, sir. In this direct area over which I have supervision. 

Mr. Streep. That is all, Mr. Chairman. 

Chairman Parman. If you would like to make an additional state- 
ment in your own behalf or in behalf of your company, you may do 
so now. 

Mr. Wirson. Mr. Patman, I do not think of anything other than 
what I have already said. I appreciate the opportunity. 

Chairman Parman. Thank you very much for your appearance. 

The committee will stand in recess until 9 o’clock in the morning 
in this room. 

(Whereupon, at 4:45 p. m., the hearing was recessed, to reconvene 
at 9 a. m., on Tuesday, December 31, 1957.) 
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TUESDAY, DECEMBER 31, 1957 


House or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE OF THE SELECT COMMITTEE 
To Connucr a Srupy AnD INVESTIGATION 
OF THE PROBLEMS OF SMALL BustnEss, 
Dallas, Tex. 

The subcommittee met, pursuant to recess, at 9 a. m., in the civil 
court of appeals room, 6th floor, Records Building, Main and Records 
Streets, Dallas, Tex., Hon. Wright Patman (chairman) presiding. 

Present: Representatives Patman (chairman) and Steed. 

Also present: Everette MacIntyre, counsel for the subcommittee. 
Hon. J. W. Wheeler, assistant attorney general of Texas, representing 
the attorney general of Texas, and John J. Mead, Esq., assistant dis- 
trict attorney for Dallas County, representing the district attorney, 
Dallas County, Tex. 

Chairman Parman. The committee will please come to order. 

Who is your first witness, Mr. MacIntyre? 

Mr. MacIntyre. Mr. Schepps. 

Chairman Parman. Do you solemnly swear that the testimony you 
are about to give before this subcommittee, will be the truth, the 
whole truth, and nothing but the truth, so help you God ? 

Mr. Scuepps. I do. 


TESTIMONY OF HARMON SCHEPPS, SCHEPPS DAIRY, 
DALLAS, TEX. 


Chairman Parman. Identify yourself for the record. 

Mr. Scuerrs. Harmon Schepps, coowner of Schepps Dairy. 

Mr. MacIntyre. In general, what is the nature of the business of 
the Schepps Dairy ? 

Mr. Scueprs. We receive, process, and distribute grade A milk 
products. 

Mr. MacIntyre. Pasteurizing and bottling and distribution of fluid 
milk in Dallas? 

Mr. Scuerrs. Yes. 

Mr. MacIntyre. How long have you been so engaged? 

Mr. Scueprs. 1941. 

Mr. Maclwryre. Since 1941? 

Mr. Sormprs. Yes, sir. 

Mr. MacIntyre. Is your company a corporation? 

Mr. Scuepes. No, sir; a partnership. 

Mr. MacIntyre. Owned by you? 

Mr. Scuerps. And Eli Schepps. 
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Mr. MacIntyre. And is it completely owned by you and Eli 
Schepps ? 

Mr. Scuerps. Besides our creditors. 

Mr. MacIntyre. Is Foremost Dairy one of those creditors? 

Mr. Scueprps. No, sir. 

Mr. Macintyre. You have no obligation to Foremost—— 

Mr. Scueprs. No, sir. 

Mr. MacIntyre. Of any kind? 

Mr. Scuerrs. No, sir. 

Mr. MacIntyre. Have you had? 

Mr. Scuerrs. Oh, we might purchase something from them some- 
times. 

Mr. MacIntyre. How recently did you have an obligation on pur- 
chase or otherwise ? 

Mr. Scueprprs. I don’t recall purchasing anything from them in the 
last year. 

r. MacIntyre. How recently before that ? 

Mr. Scuerps. I can’t recall nothing definite. 

Mr. MacIntyre. Have you discussed milk distribution problems 
with representatives of Foremost in the past year ? 

Mr. Scuerrs. Not that I can recall, no, sir. 

Mr. MacIntyre. According to the testimony—the sworn testimony 
here, Mr. Schepps, during the last 60 days you had a discussion with 
operators of the Beverly Hill Dairy to the effect that there would 
be a price war if se Hill did not raise the price of its milk in 
glass gallon jugs. Do you recall that conversation with the operators 
of the Beverly Fill Dairy ? 

Mr. Scuerrs. I have had many conversations with Mr. Teague. It 
so happens that we sell him some of the products he sells. And I 
can’t state that I directly stated there would be a war. 

Mr. MacInryre. What did you say ? 

Mr. Scuerps. My interest in cautioning him about his business prac- 
tices was this, that he owes us quite a sum of money—we wanted to 
see him progress and prosperous so he could pay us. And it was— 
I had the feeling that if his business continued to progress at the 
rate it was going that someone might do something to slow him down. 
I felt that possibly there might be a reduction in price in milk. And 
I, also, felt that possibly someone else might engage in distribution 
of gallon containers. And I felt if someone else did, that I believe 
his milk would set on the shelf while someone else’s sold. 

Mr. MacIntyre. You have discussed milk distribution problems 
with representatives of other distributors here in Dallas over the past 
2 months, haven’t you ? 

Mr. Scuerrs. Oh, I have had some conversation with possibly 1, 
but I don’t recall anybody over 1 person. 

Mr. MacIntyre. Who was that ? 

Mr. Scuerrs. We didn’t exactly discuss this distribution problem. 
We discussed the price of gallon jugs. We did. I talked with Mr. 
Jake Metzger recently. 

Mr. MacIntyre. Your discussion and the conclusions that you 
stated to Mr. Teague 

Mr. Scueprs. It was not the result of that conversation, no, sir. 

Mr. MacIntyre. Well, if I may state the question first. 

Mr. Scuerrs. Beg pardon ? 
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Mr. MacIntyre. What you have stated about the conversation with 
Mr. Teague and the conclusions you stated to him is based on your 
seasoned judgment as to what would likely happen ? 

Mr. Scuerrs. That is correct. 

Mr. MacIntyre. And you formed that judgment after your con- 
sideration of all factors and all knowledge that had come to you in the 
handlin ng of milk here in Dallas? 

or Scuerps. That is right. It was a very simple deduction to 
make 

Mr. MacInryre. And one piece of that knowledge was this conversa- 
tion that Mr. Metzger had had with you? 

Mr. Scuerps. No; I can’t say that, no. That wouldn’t be correct. 

Mr. MacInryre. When was it that you had your conversation with 
Mr. Metzger ? 

Mr. Scuerrs. I had conversation with Mr. Metzger of this price, 
after the prices were reduced. 

Mr. MacIntyre. That had to do with the price of milk in gallon 
jugs, though, didn’t it ? 

Mr. Scueprs. No,sir. It did not. 

Mr. MacIntyre. What was it about ? 

Mr. Scuerrs. We just discussed generally the condition of the 
market. It was in, certainly, a bad state of affairs, nobody was making 

ny money. 
{r. MacIntyre. Tell us about these bad state of affairs that you did 
discuss. 

Mr. Scuerrs. The bad state of affairs was that everyone was losing 
money. 

Mr. MaclIryre. Because of what ? 

Mr. Sceprs. Because of price reduction. 

Mr. MaclIryre. And what had led to that? 

Mr. Scueprs. My understanding—well, my knowledge that Cabell’s 
had come out with a gallon contaimer, and the other major companies 
met the price with half gallons of paper. 

Mr. MacIntyre. And you, as an experienced operator in this 
market, your conclusion is that Cabell had come out with the gallon 
container because of others operating in the market with gallon jugs? 

Mr. Scueprs. That is correct, yes. 

Mr. MacIntyre. At lower prices than the paper container price ? 

Mr. Scuepes. Correct. 

Mr. MacIntyre. You were asked, I believe, to prepare a tabulation 
of your price changes over the past period. I wonder if you have 
done that for the benefit of the committee ? 

Mr. Scuepps. Yes; this might be incomplete. The only records I 
had up until recent price changes were four changes during the years 
of 1956 and 1957. 

Mr. MacIntyre. Do you have that in duplicate, or is that all a 
single set of information 

Mr. Scurrrs. Each one of these is a separate price list of the dif- 
ferent dates. 

Mr. MacIntyre. All taken together just makes one set of price 
lists ? 

Mr. Scueprs. No, sir. No. The first one here is May 3 of 1956; 
the next one is November 5 of 1956; the next price change we had was 
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March 4, 1957; and then the next one was April 11 of 1957. And then 
the recent price changes. 

Mr. MacIntyre. They are detailed on which sheets, the recent price 
changes ¢ . 

Mr. Scuerrs. I do not have the recent price changes. I thought the 
committee would probably be familiar with those. 

Mr. MacIntyre. Mr. Chairman, I would like to suggest that these 
tabulations be received in the record as a showing of the price changes 
of the Schepps Dairy. 

Chairman Parman. Without objection it is so ordered. 

(The tabulations referred to are as follows :) 


ScHEpps’ DAIry 


Pricelist, May 8, 1956 


Glass : Wholesale 
a pases cc alliance torsos RO ae Ne I seas ia ies ie Aad $0. 48 
Ie a iad als EO omagererovenguimae aan te iedaraneedntesetmas . 245 
Sewations/ Momogemiseg 2b ho sl ub ees . 48 
QGunrte; semowenieetes ««.) sso inne c+.) Ji os . 245 
Pame. ORO ROE =... nc i iets be tig edie ~<heen ee he <a estee .13 
eo sw als te eed netsh nanan Gene ee—aneiceeetees ok ¢ el . 065 
I” MO SS ce ll is mes egg eer eo mre resem pee . 48 
pase aeireev econ. 262 2 oe) Jou Lt £245 
Green: vrchoupitte. 2a sil bi Bie i She ei. . 245 
I eal nee pe aero chever eines ang lan tein ola 13 
Si tee ahi bE am meres tor ead . 065 
a aT ee ee Le erage ek A eae chen ee ln bien ol swe, 
ens, PU Eee ee 6 ok ed ee as eS eke .14 
PinGepvOweNne ISS. Jhb ss ie lowelede aks ou bhi 075 
I i etn dhe aves lap orieSanadlo dau hala aaela es apa oaiail . O45 
I I I .s0 
Ae I ES COU oe OE ccckas etal ih me om ng dicnn chedags nba . 20 
<SUGeUs. STIRD GrGath. ol eet A A set See ot 1. 04 
1 giate, whip Creat. 6 1236 00.1 bil Jel ss Ll . 26 
GCdrte, Malt eied) Wal fed 54 1) onsite jewel wld ccuesense . 50 
I lh <25 
IS Tn eee a amc lesson . 84 
a ees Gok) a A EA Ee eee ae . 42 
ummrtey Peemtbepenilies 095506529. 1k. Be i al, 215 
hata, ruses. actos ist Ll elas) hash si bsg betes ase ¥-- -1l | 
I ell bee ee naneeieiadd ieee . 055 
ly, _ Maeremranallplaeen sli pal TEE dai ada "Speak pipe + AL Sp Relinlig = 4 Fo tape .78 
ae rem So ee Be eA lA ee . 40 
uit) Ge Bh Ca i ia es ee Lk 215 
Gallons, 6 percent vitamin fortified_....._.._-__-_--.22--+- susie . 80 
1 gehions, 6 percent vitamin: fortified... 6 nee ne bs . 50 

Paper: 
5G SaEOe, TORO Ce eee eee eg ee ee Set 48 
Guartey nomogemined ono... hte Loo a eu el i . 245 
inte) egeamenieee... 636) cscs bed 3 es i og fee +13 
I el atl ct . 065 
en nn neem bai de teenies eid e . 245 
I i eccrine eae ames .13 
a Oise hnoeletenl land Lt Le . 065 
eenileons, OTreuee Juine.. 2.26 nn oo os 5-1 Lees tow s508, 

I caine, an ss, tenets dha ie aes aiidaimt tie eater ieee .14 
Pee, Grune pace. .3 ie Beas os pa cies rte nn ers a Rp ia . O75 
airs Saale adidas doainageeeomere . 045 
pumas IG Tee ch id a . 50 
I de bitgtavuna mito abelspmaeiieermaeeian aaeibapunted . 25 
IN MD ON Leh eI ch tt cmt hn guapins bere . 20 
as CR keg td Sle Sh Send persia atten is ae 
i Pres £2. 2. Ua. + et tbse dabucdais Suen kine en Pate 


Neen oa cian even anciabunabisiananes Sisliseissis ate eiacmsestiins . 215 
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Pricelist, May 3, 1956—Continued 
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Paper—-Continued Wholesale 
PPLSata,, CCI isa necsrshtnd meshing dplitline sncedim ai. avinnicaidiahpioesienaaeiraiakalne tia $0. 11 
16 iphnbe SRO oe pewthiibadhe so iamna Stade Deind etait . 055 
Qunrée,--SetGiReG. CRiis cnn diecenmirinwninamnnnivhibidappmigpenamatiaien . 215 
Os, I | Ceaser ins tdrecncrennccen dnaeenniadces anladieacalinadinel 24 
8 GBNCSE; CHCRM UNEONSE LE. 4. tlc gs cnncnmmmgundisatiemersnecsmesnliel -17 
Pounds, dry “Cece. 2... jee hie ccdis nice buendcceaesntet .24 
CarOmh ORE GOORIN... 66.00. nd inte scane npn cnésuscakedandiebeeeheae 3. 76 
46 AER, GORE CLOG Main in. 5 Sb ie thet cnwnssmnsenee, Jee 27 
POURGH CIOOMIATERT MC. >. i an icc eee 23 
POUNRAG,. GOUTCTORR DULCE s on do ckiiccia ne ndenapo-ssecsssadeeeee 72 
Pounds; sweet-cre@m betee?«.. 2 ee nl 72 
uarte,; Va 2s il Riese ca pendence oiinden abe oe eeee ~33 
Pricelist Nov. 5, 1956 
Whole- | Retail | SM-Bev.| Inde- Depot 
sale pendent 
Glass: 
iy I Sais ii deinen cddanesadacsquecsh $0. 50 $0. 53 $0. 44 
SE Si a Gah eb ths poss dnnctgiowsngacedqacseh . 255 27 .22 
I III, o nnidcccncncqsdscdsbecsods ee er ere eh ere eee re ee 
$4 galiome, homionenined... .... ..s5..-.-406.08.-<0-- . 50 . 53 .44 
Quarts, homogemized........................-.... . 255 27 .22 
Pe NS oo nodecdcceccncsuacbaecens SI. . Ranelilitcasedes .14 
\% pints, homogenized - - - --_- NO Raedaaacaeae -07 
\ gallons, multivitamin._-_- 50 . 53 44 
| a a eee ee eee . 255 .27 .22 
CE MDs deer cwncewsbiinnonsiastiteucans - 255 -27 23 
PRS SUNIL, Doin wn 0s daneaciqennesueutitgaseen GEE, Lendccdbciond .14 
OE SI SIG hike vinnie eencacecasccudbaquceey OEE e Ldeasewwsion .07 
Se Sinn cicatisiiccendddced<cuddbebeash .27 - 28 .24 
Shy SEs ia vant vianesenesdesduscoegiceee 14 - 16 -12 
FE CUE: oak, oa dlibe svedendccanssndocsbhscdebh SPE cick tei . 08 
Eick ninscvenncevakhebonbaineaseabe | (i Seteee 05 
Sn CUI 5. ca scuccqnensactusaibqnasat . 84 . 89 . 80 
Oey Nee, GI CII oo we cn cccctccesdoiaddqccabh oan . 23 Jan 
i a sa doccincoeccacembbbesccas 1. 08 1.13 1, 04 
Oe Oy We INOS ence dcccccccccedennbbquees’s -27 . 29 +27 
Eg ee ee ee eee | . 52 . 58 . 50 
Pe BE lik onis ccncccnsenedeueiibeueden . 26 .3l . 2% 
PIS 0 coc dasenccncandecndbeauies ¥40.\ Tamecesacnal .. see duties lednitiee so 
Oe ls Se bac dnvadsssnccssvsteguowsh . 44 .49 . 40 
es IG... snncanoucnducetatsbhqcocnh . 225 . 25 21 
Pe, EE die owsusseeannncesundiqessad Bee hthintenironinis -12 
Be EE bcncdccvenssususspebbquccsh . . ; ee - 06 
SR Ee iircodhinp wee dconncekensheueUhiguvenh . 83 onseeeal 5 GES: Powdbanasetnnahkssas 
DE I, SINE cio di pen enoctancuneneucslbqenceh .42 . 51 -40 
be SI icc deter annmemeebebhigaacte’ . 225 . 26 -22 
Gallons, 6 percent vitamin fortified __.........._- <OO.. fewcccnnencl] sae) Bicsceliabebsedsa.. 
¥ gallons, 6 percent vitamin fortified.........._. ON ita tia . 50 
CRIIOG,; TSN Mi ceniiwie cs cccscccsntsisqoccsk Be GB. Avewwdcccenl asics debe tediandesbebeob ce 
Paper: 
OG GRR, ROI in occ e ii cei qucnciewcciigecces UD Me delicate .39 .41 44 
ORT OR, Ia 00a icns ia cnnvdwcndidgencen SEES Latepnouune . 195 21 22 
SP , Sid wndennnnupeentuwcbugibasek is Di ace . 105 - 105 .14 
4% pints, homogenized. ...:...........-.-.,..-.. LE ietiecwnwdes . 0525 - 0525 .07 
Cl incu ccntcawerawaasdwestinpseeck SE. NedullMsineshe . 205 . 205 23 
i SEs Bo incon dvngewswuwchoudiliguecnn SES itcnacigheaiie . 095 - 095 .14 
ie GEN, MIDS Bip w a waeGbnueerpunctingwidat {OM csevenueda . 0505 - 0505 .07 
Se ao ona'ch gress wit niet ish were ocidbanaetl Gan,  Seddlnaaiene s4b? . epndebeass . 50 
Pt Te A... coca diqcowntaculieguauin gM: “Biasiniaiche Ws: 1 Mgcoviesones . 26 
eae ae eee 27 MO: Aeeuentindes . 24 
ly I I, ccccwatisqawunhwecdiipeuuecm .14 » BBs si dena denl .12 
ye iit cndedwnascdctwcbenwedtvedun He Basberumcaae 5, eer see . 08 
4 pints, orange juice. ..__.___- : a foes ig Seer . 05 
\ gallons, buttermilk Fe ceearccralaaetite ‘ TU: Wusiiencanadies Ma ~  Ruisteiveinetos . 40 
ss 6 ivitrenennckncntiondehanweseell SN ace -17 .18 21 
Pints, buttermilk - - - -_- pease és (Ue Beuxdacc«e CUE Oe Boe .12 
i i a Lie cami sine dae . 0575 anil . 0435 kn . 96 
Pounds, cream cheese -_........._.-.. . 24 .27 -19 .19 . 24 
8 ounces, cream cheese... pittance ihauhid .17 .19 . 135 . 135 17 
Pounds, dry cheese... ......._- oie ae . 24 .27 .19 .19 . 24 
Gallons, sour cream - _..- scape dics | 3.76 wisn ae 3. 06 3. 40 
\4 pints, sour cream... ._.__- ‘ a .27 31 .21 .21 a 
Quarts, skim........... sole £ I) Tie cnten see ea i . 23 
Pounds, oleomargarine._.................-- .23 . 30 21 . 22 . 22 
Re eee cbeags epallaencderntecels SET Necesssoas 
Pounds, sour cream butter. __............-_-.-.--- RMS iki Stee aan. 6 hue .72 
Pounds, sweet cream butter. _............._- , .72 7 .74 .74 .74 
Quarts, Vita Pak orange..................-- . 33 .39 . 30 . 30 . 33 
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Pricelist, March 1957 














ESS SS SEES EES SST ee SE Biwtdetimee 
3 a tes ncasocsecens wee. Breas 
gallons, multivitamin... _...........-...---.-- . 48 
Quarts, multivitamin...__.....-- hae 24% 
7 — ae . 244% ; 
ETI as pcos bac ccobcns ues 5 ee oo ee 
14 pints, chocolate_- s SOR siege 
\% gallon, orange-- .27 
warts, orange... .14 . 
ints, orange. ---- PE Ro picatlaceud 
\ pints, orange__-__--- . 04% |---- 
Quarts, coffee cream -__- . 80 
44 pints, coffee cream _----_.- .20 ‘ 
Quarts, whip cream __.__-____- ha Miweireeaies. 
\ pints, whip cream_..._-........---.- -ichelrapaeentee ‘See 
ee I ee onwdadekwes . 50 
Pints, SOIT foo oo uo. socceecceces . 25 a 
TN ils caw ssacnkevunce> oO Bieansuecac 
D6 Merete, RNONIIIIE © enn gn ese es ne-es .42 @ 
Se aoe Sows .21% “a 
ey EE ee gOO - deecusscans 
56 PI, SCI... « «2 sts ccsee<o~s.2<5-.... OE Ancuteveoss 
EE a he Rk adcng tpi ecia . Oe ~RetWedyaene | 
SP a See ae ae ae eee .40 
mare, Goreiied Skim... 20... - 2-255. say .21% . 
allons, 6 percent vitamin fortified -_.........._. JED Ee iveneadens 
\% gallons, 6 percent vitamin fortified ._--.....__- MP “Dewdaemnse . r 
Gallon, 12 percent butterfat..........-- Lepiaes ct BOD fo cccrce asc dvetuccnded tess Mae ebbbeacaen 
Paper: 
1% gallons, homogenized -.............----------- MR heenewena 
Quarts, homogenized _- : . 2314 
Pi ONIN, nic. Sse thS seit PRON cawsdiina | 
56 Dees OeeeneG cs... ck - 06 ecmaans 
Oe SE SE ee ee ee ee eee . ae pe dock 
a as a ee ey eee } ps "Rewetseneks 
EY ee eee eee eee HB Hadcasdoccs 
NR SSE ee eee ee ane FU + eh ecansadates 
I Eb ceutsdansthduscdb . 2 
1% gallons, orange juice ______- ii saederthiack il oat —Taeisestaae 
oS Ee ee re .14 enedee ti 
Pints, opamge jeiee:... ..-...............5.. kip el (WEG beanasesass 
\% pints, orange juice_.........------- she UN Sesceh :  ) eae 
44 pints, coffee cream --_---- elt ite deibil edie tame ool . 20 sawtewed 
ee g@B -Anvcossads 
oO ee ee ee pee NE hides mabe : ; 
I EE in, ra ssccasadansd stores WRO-~ Aenddtavece é : j 
\ pints, buttermilk. __-..---- jbickeasecuckigeuey OG Seed ‘ . OF : 
Se, SE I ahh centotmokonibabocne (EE wnanvawee 
Pounds, cream cheese ----.--------- leh teh eet . 24 ; 
8 ounces, cream cheese............-.-.----..----. -17 j 
PU ary UNO eS. cg cceecesesceessc...-, . 24 } 
SEE GUNN Ui. nnn ccnscncansecedbeccess = oo aie ‘ n ; ' 
er I AS isin scmnndesdbnnsiecus 27 31 21 21 <a { 
Pounds, chip oleomargarine -----....-......--....---- GEO —Teconesccadbsuncsccaudhteeeeeon«ttieatilasded ' 
Pounds, solid oleomargarine.-.-_-...........---..-.--- JOD Nildiatdindshccanicn eeu tee, teed. j 
Pounds, oleomargarine....-..........-.-.--.-...----- 23 . 30 .21 8 24 
RN IAL MEd pdaeddeadbdedcnndhsnnpathstaes scavehecensssacsfoondnedabt .48 . 52 | 
Pounds, sour-cream butter ---...-...-..-....-....--.. .74 . 76 . 74 .74 74 ' 
Pounds, sweet-cream butter.-_........--...---.---.. -74 . 76 74 .74 74 


een eee - 32 . 39 . 30° . 30 .33 
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Pricelist, Apr. 11, 1957 
Whole- | Retail SM & Inde- Depot 
sale pendent 
Glass: 
Pe enn Be sascerpesegvensbeeuestlanteeet<ns $0. 46. $0. 49 $0. 35 $0. 36 $0. 40° 
SILT oui thse onleerhonemghce acco mireeimmiurh wee ele - 235 . 25 .175 18 .20 
allons, homogenized. --..............-.-------..- a os eae 6 ete. 
44 gallons, homogenized ___-..............-..---- 47 38 34 38 
Quarts, homogenized -__................-.--....- 225 24 . 165 .17 19 
Pe OE, bh nc cnn dcnccnebemmonsicn a Te Etenedbaaceile I Bc Rte iaianal .13 | 
O06 WEE, MIE occ ce pc dccccuacencscamen! 4 eee PRS Be RAP .07 i 
44 gallons, multivitamin.-_............-.........- - 46 49 35 . 36 .40 i 
Quarts, multivitamin................-0.--00+-- 235 25 -175 18 .2 | 
CROTON, CORON gcc ccosesesasnnadedaatinniee - 235 . 25 .18 .18 . 20 i 
I I rien mnnndacdan eee thdaee a oA... pbadighic nh ae 08% Is... %é-. .13 1 
14 pints, chocolate__-____ Scone aebiocees whan a’ Ie” ‘Vosetintetng 50GB Fedde dod .07 | 
I a i ‘ -27 -23 -20 .22 .%& } 
aide sa fase coenepiaibee nine Nieto .14 .16 .10 pe 12 { 
Webbe sorepee. (265. 0 a TS! Wasp ~ die ORT ses 2286.. . 08 i 
IR cndhin cnn nnebinninmadackehmnienl out. iceeadumneal OD Lie Rdesieine . 05 i 
Quarts, coffee cream____........-..- salgniin bail et . 80 .87 . 64 64 .76 i 
Se CUR, COINNO GIOGIR.. «. hesiink cpdatinsstcsintasuns . 20 -22 .16 16 .19 f 
ne: nn Ue enema mnes ee Beeece ees 82 .82 1.00 | 
44 pints, whip cream. ..............-...2......- i3Bi Yue sd55-4- 21 21 25 ( 
Quarts, half and half__--_-__- See Se dadadounsecs . 50 . 56 .39 .39 50 / 
EE 25 30 20 20 125 
CN Ed . cocwccksnnnahdhenoctducs dan? apa Re Eaten die Oe j 
Oe Gs EE. ono cicwencaccenanecepuenee . 40 44 . 30 .33 .34 j 
NS RE ae ee tee er eee . 215 -22 .15 - 165 18 
Py QS a ee ee A>. Tneciseedin p EE «: Aekbutnneil «10 4 
56 plein, WUCGTMI son io i cc slecuees wee? Risa od Gel TY. hceke 05 i 
a eer eS eee i tt sh aii 6 Meo teaiencitiee lata ia ell ate ‘ 
ae I nnn nn, a oh a den ened te ined .40 .48 1) .33 .35 i 
Quarts, fortified skim............-......-....-...| . 205 24 116 ‘17 118 i 
Gallons, 6 percent vitamin fortified___........._- Gp lxsalaawins 2 a): Renae panmadietilces 4 
\ gallons, 6 percent vitamin fortified. ........_. OG Hct cr .40 iL ie . 50 fi 
Gallons, 12 percent butterfat_..................-- 1.45 alent esp Asasantail a Mii tet iil ita { 
Paper: | { 
Ve gals., homogenized........-- dddanted stele whe Obs hesitant .33 . 35 38 { 
NG SS SRL arte Tl Dailies idence . 165 19 i 
Pints, homogenized Beek) ck Gude akib dp aebbweakae dae) ite t3. dbodkh 09 13 j 
14 pints, homogenized. : eth - tht etek 046 07 
Quarts, chocolate -._-. Beet . 235 . 185 .20 j 
Pints, chocolate. ........-....... x 12 . 085 «13 i 
i I, a asics ccs sods ini decease ta Ga” Gita . 043 -07 j 
Sneed, ler GONG GONE. Ci. 6... occas nce cnd adds pM 1 2esi-k4 .39 . 50 { 
Pints, half and half. i eiiiniaiede niinciieens aed Aeakn sical ET pecker - 25 i 
OS EE eas awe Pe Abeobe de Oe | Wibdehndbde 24 | 
GATSR, CPRINGS JUNG sn 65 bon on cc nud cdostmuctsacs CORT 5 donned sok ol: teh eqantdice 12 
Fs Me I io te nnn curtinhenn reteeeines Re he nomnets ‘ A Ry ae 08 i 
14 whats Ores MN. 64... <222n-.sstocuw i. ~~s eek NB SE i cnn ik ‘ OMB A hci ues: .05 ‘ 
44 pints, coffee cream _----- a it Ta - 20 awe tite sn leiwwotnate 19 
4 gallons, buttermilk. ....................-...- ‘oe Pied. we ALAA... .34 
ENO TOI oo. sind anna ah ime -gebnnn« aes (Ee deaeegsad -15 165 -18 
Pints, buttermilk__....._-- Saison a Ay eh ee ae . 07 Ne era a .10 
56 Pinte, WUUNOE. cs. cw be bi hd . eee oOROR Fb ctcctese -05 { 
Cnt OR: SUN Bs. ok basin aces enendbase os EE cnc tatt bn cnn aah. latent .18 1 
Pownda, GIpaM Coeese. . . . 1. 2-0. ke eed . 24 ‘oF -19 .19 . 24 
8 ounce, cream cheese... pawn geehn adie 17 .19 . 135 . 135 -17 j 
ns st caowedbechabebpwe arabian . 24 27 19 .19 . 24 | 
Cetaea BUN CRONIN did hd sb ns sctqune. BW Adch be 3.06 3.06 3.40 4 
re Sr ck... ck iach ena nbaconpanee’ .27 .3l -21 -21 27 i 
Pound, chip oleomargarine. .-_.................--.- om b wdips dace bende «ic sah iaabah degen aa Mbit 
Pound, solid oleomargarine....................-.-..- Ee sa I tactile ela lad ! 
CNS cedvachopescacsrecsbhecwioeas 23 . 30 scieekUebd .22 .24 4 
Ps ieee Se a ak Eh a aioe ji dtabe delet GAME welps pide <i ddd ick c eal . 54 
PPOUMGS, GOUF-CIORED. DUNT «oc oon a te so sis enn n gece iF 6 ails aj Recratsnesuenlt 74 .74 
Pounds, sweet-cream butter. .........- Middddicn anid .74 fe! Lute .74 .74 
BS RE ae ey Se ee 35 odin Tiina 35 .33 


Mr. MacIntyre. What was your in-store price on half-gallon paper 
containers of milk on November 27, Mr. Schepps? 

Mr. Scueprs. Our price was 44 cents less 10 percent; and then we 
gave a 2-cent rebate. 

Mr. MacIntyre. What time was it that you announced that change 
in price? 

Mr. Scueprs. Beg your pardon ? 
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Mr. MacIntyre. When was it that you announced the change in 
price that established this 44-cent price that had been in effect for 
some time? 

Mr. Scuerrs. That had been in effect since last April, I believe it 
was. | 
Mr. MacIntyre. Now, what was the date of your next change from 
the 44-cent price? 

Mr. Scuerrs. I am not sure, but I believe it was the day after 
Thanksgiving that the price was reduced. 

Mr. MacIntyre. That is the 29th 

Mr. Scueprrs. If that is the day; yes, sir. 

Mr. MacIntyre. Of November. When did you announce that you 
were going to make that change? 

Mr. Scueprs. Well, again I want to say I am not sure that it was 
the day after Thanksgiving—it might have been the following day, 
but we would have announced it the evening before. 

Mr. MacIntyre. The evening before it was effective in your trade 
the next morning? 

Mr. Scueprprs. Yes, sir. 

Mr. MacIntyre. Well, can you advise us what that day was—it 
is so fresh, you know, you ought to be able to remember it. 

Mr. Scueprrs. You will be surprised how quick I forget. 

Mr. Macintyre. Very well. 

Mr. Scuerrs. I am not sure whether it was the day after Thanks- 
giving or the following day that we reduced our prices. 

Mr. MacIntyre. What prompted you to do that ? 

Mr. Scuerprs. I got a call from one of our competitors stating that 
they were reducing their price and thought I probably, I possibly 
would like to know. 

Mr. MacIntyre. What competitor? 

Mr. Scueprs. Oak Farms. 

Mr. MacIntyre. Who called you from Oak Farms? 

Mr. Scueprrs. Mr. John Richards. 

Mr. MacIntyre. That was the day before you reduced your price? 

Mr. Scueprs. Well, now, I am not sure when he called me, but we 
did reduce the next morning, I do recall that. 

Mr. MacIntyre. It was the day after he called you? 

Mr. Scuepps. Yes, sir. 

Mr. MacIntyre. And to what level did you reduce your price on 
that occasion ? 

Mr. Scuepps. I am not sure what the first drop was now, I don’t 
remember. 

Mr. MacInryre. Wasn’t that to 32 cents for a half-gallon? 

Mr. Scueprs. No, it was a little higher than that to begin with, if 
I remember correctly. 

Mr. MacIntyre. What was the date of your next change after 
that one? 

Mr. Scuerprs. I don’t recall. 

Mr. MacIntyre. Was it December 4? 

Mr. Scuerps. I just don’t know. We can—I can securé that in- 
formation for you, but I don’t have it with me and I don’t remember 
it. 

Mr. MacIntyre. I thought we had requested it as a part of this 
tabulation, so we would like for you to supply it. 
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Mr. Scuepps. Mr. MacIntyre, I understood you to say that all of 
the price changes with the exception of those of recent nature. 

Mr. MacIntyre. That is just a misunderstanding between us. 

Mr. Scuerps. Yes. 

Mr. MacIntyre. We did want the recent changes as well as those 
that preceded. 

Mr. Scuepprs. I will be glad to get it for you. 

Mr. MacIntyre. If you would, we would appreciate it. 

Mr. Scuerrs. All right, sir. 

(The information to be supplied is as follows :) 


Date Gallons |Half-gallons 
PETE, Tk wh bee hh i wo Sk ad Es ibd. bee. BOS $0. 64 $0. 32 
Ne, ca Sy vd Deas daceetadaad Sciepidhitiglinen atten eanie-vuedins "60 .30 
Sh, 1h Seco ccepunasbpndahne shes tadntopunthceesenasaeenenet rune sub . 52 . 2% 
Bes By INT hahecnce tes ncnacenince’y paacgres sd -lupneeetnadiltrenttdeies bags . 64 32 


TU Wi Bradner er ctee ater te aed ‘72 .36 


Mr. MacIntyre. Now have you made price changes in the last 
2 weeks ? 

Mr. Scuepps. Yes, sir. I believe it has been less than 2 weeks ago 
that we went back up to 36 cents a half. 

Mr. MacIntyre. That is the net in-store price on the half gallon? 

Mr. Scuerrs. Yes. 

Mr. MacInryre. To 36? 

Mr. Scuerps. Yes, that is correct. 

Mr. MacIntyre. What prompted you to do that? 

Mr. Scueprs. We had heard that—well there it was announced by 
one of our competitors in the paper that the price was going to go 
up on a certain date. 

Mr. MacIntyre. Is that the only way you learned that ? 

Mr. Scuerrs. That is correct. Yes, sir. 

Mr. MacIntyre. You heard from no one other than through the 
newspapers about what was going to happen ‘ 

Mr. Scueprps. I believe I called Metzgers but they had no infor- 
mation. They didn’t know. And I think they followed a few days 
later after that before they raised their price. I am not sure. 

Mr. MacIntyre. You called Mr. Richards over at Metzger at 
that 

9 er meagre Mr. Richards is with Oak Farms. I did not call him, 
though. 

Mr. MacIntyre. Who was it at Metzger that you called? 

Mr. Scuerrs. Beg pardon ? 

Mr. MacInryre. Mr. Jacob Metzger over there ? 

Mr. Scueprs. I think I called for Ed Gunnels. 

Mr. MacIntyre. He told you he didn’t have any information ? 

Mr. Scueprs. That is right. 

Mr. MacIntyre. I believe that is all, Mr. Chairman. 

Chairman Parman. Any questions, Mr. Steed ? 

Mr. Srerp. Mr. Richards of Oak Farms, did he give you any rea- 
son why he was changing his price when he called you and gave you 
that information ? 

Mr. Scuerps. Yes; he said that Cabell’s was coming out with the 
gallon container and that they had to be competitive. So they saw 
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no alternative except to reduce the price of their half-gallon con- 
talners. 

Mr. Streep. And did he give you the exact prices they were cutting 
to? 

Mr. Scuerrs. Yes, sir; he did. 

Mr. Sreep. That is all. 

Chairman Parman. Anything else? 

Mr. MacIntyre. I have one additional question. 

Let us refer again to this conversation that you had with Mr. 
and Mrs. Teague of Beverly Hills. According to the sworn testimony 
here, Mr. Schepps, during the course of that conversation you had 
with Mrs. Teague you told her she should call Mr. Julian Williams 
and discuss with him the matter of reducing this spread between the 
glass gallon jug price and the other price. Do you recall that part 
of the conversation ? 

Mr. Scueprs. Yes. She asked me if I would recommend that they 
call him. I said, “Well, possibly, go ahead and call him.” 

I was in no position to advise her on it. I don’t know what Mr. 
Williams could do for it. She suggested it herself; I didn’t suggest 
it. 

Mr. MacIntyre. That was in the conversation between the two of 
you at the time, though ? 

Mr. Scueprs. Yes; that is right. Yes, sir. 

Mr. MacIntyre. So the difference in your testimony and hers is 
that you did not make the suggestion 

Mr. Scueprps. No, sir. 

Mr. MacIntyre. To talk to Julian Williams first ? 

Mr. Scuerrs. Sure did not. 

Chairman Parman. Thank you very kindly. 

Mr. Scuerrs. Thank you. 

Chairman Parman. Call your next witness. 

Mr. MacIntyre. Mr. Hughes and Mr. Waters. 

Chairman Patman. You do solemnly swear that the testimony you 
are about to give before this subcommittee, will be the truth, the 
whole truth, and nothing but the truth, so help you God? 

Mr. Waters. I do. 

Mr. Hueues. I do. 

Chairman Patrman. Proceed. 





TESTIMONY OF LLOYD B. HUGHES, DIVISION MANAGER, AND 
LINDSEY WATERS, JR., DIVISION SALES MANAGER, FOREMOST 
DAIRIES, DALLAS, TEX. 


Mr. MacIntyre. Give your full name for the record. 

Mr. Waters. My name is Lindsey Waters, Jr. 

Mr. Hucues. My name is Lloyd B. Hughes. 

Chairman Parman. Proceed. 

Mr. MacIntyre. Mr. Hughes, what is your business position ? 
Mr. Hueues. I am division manager, Foremost Dairies. 
Mr. MacInrvyre. Division manager ? 

Mr. Hucues. Yes. 

Mr. MacIntyre. How long have you held that position? 
Mr. Hueues. For the past 12 years. 
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Mr. MacIntyre. In general, what are your duties in connection 
with the division ¢ 

Mr. Huaues. I supervise the Foremost operations in Texas, Lou- 
isiana, and New Mexico. 

Mr. MacInryre. Of course, that includes the supervision of the 
operations in the Dallas area? 

Mr. Hucues. Yes; except I do not operate the Dallas plant. I do 
have other duties supervising managers in Houston and San Antonio, 
Fort Worth, and other cities. 

Mr. MacIntyre. Your supervision does extend to include Houston, 
Corpus Christi? 

Mr. Hucues. Yes, sir. 

Mr. MacIntyre. As well as Dallas? 

Mr. Hucues. Yes. 

Mr. MacIntyre. In that connection, what are your prerogatives 
about making policies in this area for Foremost ? 

Mr. Hueuegs. It is my prerogative to make policies in this area. 

Mr. MacIntyre. You make decisions on pricing policy and on dis- 
tribution methods ? 

Mr. Huaues. Well, not altogether—the local plant managers gen- 
erally do the pricing at the local level. All I do is to set overall 
policies. Each manager runs his own plant. 

Mr. MacIntyre. Do you do that alone or in consultation with the 
general executive officials of Foremost Dairy ? 

Mr. Hugues. No. We do it just with the consultation among the 
managers and staff here and sales departments, 

Mr. MacIntyre. You never receive any advice, or direction, from 
the general executive officers of Foremost ? 

Mr. Huaues. Well, it is very, very general. In other words, about 
all we get is overall policy and approval of budgets and things of that 
kind. They do not get into the operations locally at all. 

Mr. MacIntyre. You do, of course? 

Mr. Hueurs. They furnish us figures of other divisions so we can 
use them to compare with our operations. 

Mr. MacInryre. You do receive overall approval of your policy ? 

Mr. Hucues. Well, if there is any money to be spent, yes. But 
we do not get approval on price changes or things of that kind. 

Mr. MacInryre. If it were a price change that involved the expend- 
iture of money such as, for example, sales below cost, over an extended 

yeriod of time, and over an extended area, would that require approval 
y headquarters ? 

Mr. Huaues. I didn’t get approval when we became involved in this 
local situation. We just met the conditions and let it go at that. 
We informed them later what we had done. 

Mr. MacIntyre. To the extent that that involves sales below cost 
and a loss of money and expenditure of money that was a decision 
by you? 

“o Hueues. Meeting these competitive prices was my decision; 
ves, sir. 
’ Mr. MacInryre. And it is a part of the policy of the company to 
permit you to sell below cost in such situations as that to meet com- 
petition; is that right? 

Mr. Hueues. I don’t know what their position would be. You have 
two schools of thought. One is to lose volume, the other is to lose 
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money. And I think this is the first time I have been engaged in 
a deal like this. We advised them what had happened, and that was 
about it. They had no suggestions as they thought we were doing 
the best we could. 

Mr. MacIntyre. Headquarters didn’t object to what you had done? 

Mr. Hueues. I don’t know whether they objected to it or not. I 
haven’t had anything other than to say “do the best you can with it. 
Hope it is not too costly’—or something. They didn’t like it any 
better than I did. é ! 

Mr. MacInryre. Mr. Chairman, I have some information here 
concerning the headquarters of the Foremost Dairies that I believe 
is relevant to this inquiry. | 

Chairman Parman. Is it based upon the same information that 
you gave yesterday regarding Borden ? 

Mr. MacIntyre. Yes; regarding Borden. And in view of the testi- 
mony of Mr. Hughes, I do not believe he is in a position to furnish it. 
So I will just insert this at this time, if I may, in the record. 

Chairman Parman. You may proceed. 

Mr. MacIntyre. I would like to record at least a summary of it. 
[ Reading :] 

Foremost Dairy, Inc., is a corporation organized and existing under the laws 
of the State of New York with its main and principal office located at 2903 Col- 
lege Street, Jacksonville, Fla. 

It is engaged in the purchase, processing and distribution of a diversified line 
of dairy products. 

Foremost was initially organized in October 1931 under the laws of the State 
of Delaware and in 1949 Foremost was merged with and into Maxson Food 
System, Inc., a New York corporation, the continuing corporation bearing the 
name Foremost Dairies, Inc. In the period from 1932 to 1950, inclusive, prior 
to the time section 7 of the Clayton Act was amended, Foremost acquired by 
purchase the stock or assets of 38 separate dairy product concerns with plant 
locations or equipment located in 47 communities in the States of Florida, 
Texas, South Carolina, Alabama, Georgia, Tennessee, Louisiana, New York, 
Pennsylvania, and North Carolina. At the expiration of the first year of opera- 
tion of Foremost in 1932, said company had gross sales of approximately $1 mil- 
lion and for the year 1950 Foremost had gross sales of approximately $52 million, 
with net sales of approximately $48 million. 

In a series of transactions beginning in January 1951, subsequent to the time 
section 7 of the Clayton Act was amended, Foremost had acquired the stock or 
assets of the following-named corporations engaged in the purchase, manufac- 
ture, or processing and distribution of dairy products. All the acquired cor- 
porations at the time of the said acquisitions, in the regular course of business, 
either purchased, processed, or distributed dairy products throughout the various 
States of the United States or purchased and received shipments of dairy products 
and related equipment from manufacturers and processors located throughout 
the United States. All the acquired corporations, prior to and at the time of 


the acquisitions, purchased, processed or distributed dairy products in com- 
merce— 


within the meaning of that term in the Federal law. 

I would like, if the chairman please, that that list of corporations 
be included in the record. There are a good many of them listed, 
something like 100 or so. And I will healt the list to the reporter for 
inclusion. 

Chairman Parman. Without objection it is so ordered. 

Mr. MacInryre. That included in that list is the purchase in 
January 1951 of Mrs. Tuckers Foods, Inc., a Delaware corporation, 
located at Sherman, Tex., which was engaged in the processing of 
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fluid milk, and in September 1952, the acquisition of the Tennessee 
Dairy, a Texas conpesn with main office located in Dallas, Tex. 
( The list referred to is as follows:) 


1. In January 1951 Foremost acquired a dairy plant formerly owned by 
Mrs. Tuckers Foods, Inc., a Delaware corporation, located at Sherman, Tex. 

2. In February 1951 Foremost acquired Central Dairies, Inc., a South Caro- 
lina corporation, with main office located at Columbia, 8. C. 

3. In May 1951 Foremost acquired Sunshine Dairy Products, Inc., a Florida 
corporation, with main office located at Gainesville, Fla. 

4. In June 1951 Foremost acquired Royal Dairy Products, a Florida cor- 
poration, with main office located at Tampa, Fla. 

5. In October 1951 Foremost acquired Lauren’s Pasteurizing Plant, Inc., a 
South Carolina corporation, with main office located at Laurens, 8. C. 

6. In February 1952 Foremost acquired International Dairy Supply Co., a 
Nevada corporation, with main office located at Oakland, Calif. 

7. In February 1952 Foremost acquired International Dairy Engineering Co., 
a California corporation, with main office located at Oakland, Calif. 

8. In February 1952 Foremost acquired Diamond Dairy, Inc., a Nevada cor- 
poration, with main office located at Oakland, Calif. 

9. In February 1952 Foremost acquired Campos Dairy Products, Ltd., a 
Hawaii corporation, with main office located at Lanikai, T. H. 

10. In Mareh 1952 Foremost acquired Gunn Ice Cream Co., a Florida cor- 
poration, with main office located at Pensacola, Fla. 

11. In March 1952 Foremost acquired Graham’s Dairy, Inc., a Florida cor- 
poration, with main office located at Pennsuco (Miami), Fla. 

12. In March 1952 Foremost acquired Acme Dairies, Inc., a Florida corpo- 
ration, with main office located at Tallahassee, Fla. 

13. In June 1952 Foremost acquired Taylors Home Made Ice Cream Co., a 
Texas corporation, with main office located at Fort Worth, Tex. 

14. In July 1952 Foremost acquired the Phenix Dairy, a Texas corporation, 
with main office located at Houston, Tex. 

15. In August 1952 Foremost acquired Ives Dairy Co., Inc., a Florida corpora- 
tion, with main office located at Miami, Fla. 

16. In September 1952 Foremost acquired Tennessee Dairies, Inc., a Texas 
corporation, with main office located at Dallas, Tex. 

17. In September 1952 Foremost acquired Southern Maid, Inc., a Virginia 
corporation, with main office located at Bristol, Va. 

18. In September 1952 Foremost acquired Welch Milk Co., a West Virginia 
corporation, with main office located at Welch, W. Va. 

19. In October 1952 Foremost acquired Bridgeman-Russell Co., a Minnesota 
corporation, with main office located at Duluth, Minn. 

Foremost also acquired the wholly owned subsidiaries of Bridgeman-Russell 
Co.: 

(a) Dairyland Creamery Co., a South Dakota corporation, with main office 
located at Sioux Falls, 8. Dak. ; 

(b) Minot Creamery Co., a North Dakota corporation, with main office located 
at Minot, N. Dak.:; 

(c) Purity Dairy Co., a North Dakota corporation, with main office located at 
Mandan, N. Dak. ; and 

(d) United Dairies, Inc., a Minnesota corporation, with main office located at 
Duluth, Minn. 

20. In December 1952 Foremost acquired R. A. Shuey Creamery, a Nevada 
corporation, with main office located at Oakland, Calif. 

21. In May 1953 Foremost acquired Dairymen’s Milk Co., Ltd., a California 
corporation, with main office located at San Francisco, Calif. 

Foremost also acquired the wholly owned subsidiary, Dairymaid Creameries, 
Ltd., a California corporation, with main office located at Hughson, Calif. 

22. In May 1953 Foremost acquired Banner Dairies, Inc., a Texas corporation, 
with main office located at Oakland, Calif. 

Foremost also acquired five affiliated holding companies which are not en- 
gaged in production but merely lease property to Banner. 

23. In July 1953 Foremost acquired Schneiders Creamery, Inc., a Florida 
corporation, with main office located at Eustis, Fla. 

24. In October 1953 Foremost acquired Old Hundred, Inc., a Delaware corpo- 
ration, with main office located at Southberry, Conn. 
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25. In February 1954 Foremost acquired Golden States, Ltd., a Delaware cor- 
poration, with main office located at Oakland, Calif. 

26. In October 1954 Foremost acquired American Dairies, Inc., a Maryland 
corporation, with main office located at Kansas City, Mo. 

Foremost also acquired the wholly owned subsidiaries of American Dairies, 
Ine. : 

(a) Meriden Creamery Co., a Missouri corporation, with main office located 
at Kansas City, Mo.; 

(b) Meriden Creamery Co., Inc., a Kansas corporation, with main office 
located at Hutchinson, Kans. ; 

(c) American Butter Co., Inc., a Missouri corporation, with main office lo- 
cated at Kansas City, Mo. ; 

(d@) De Coursey Creamery Co., a Kansas corporation, with main office located 
at Kansas City, Mo. ; 

(e) Patton Creamery Co., a Missouri corporation, with main office located at 
Springfield, Mo. 

(f) Arctie Dairy Products Co., a Missouri corporation, with main office located 
at Kansas City, Mo. 

(g) Carlin Creamery Co., a District of Columbia corporation, with main office 
located at Washington, D. C. 

(h) Wm. F. Huhn & Co., a Delaware corporation, with main office located at 
Washington, D. C. 

(i) The Aines Farm Dairy Co., a Missouri corporation, with main office lo- 
cated at Kansas City, Mo. 

(j) Community Dairy Products Co., a Missouri corporation, with main office 
located at Joplin, Mo. 

(k) Community Creamery Co., an Arkansas corporation, with main office 
located at Ozark, Ark. 

(1) Ozark Creamery Co., Inc., an Arkansas corporation, with main office lo- 
cated at Ozark, Ark. 

(m) Pratt Dairy Products Co., a Kansas corporation, with main office located 
at Pratt, Kans. 

(n) Tastemark Foods, Inc., a Missouri corporation, with main office located 
at Kansas City, Mo. 

(o) Tastemark Dairy Co., a Maryland corporation, with main office located 
at Paragould, Ark. 

27. In March 1955 Foremost acquired Blue Moon Foods, Inc., a Delaware 
corporation, with main office located at Thorp, Wis. 

Foremost also acquired the wholly owned subsidiary, June Dairy Products Co., 
a New York corporation, with main office located at New York, N. Y. 

28. In August 1955 Foremost acquired Philadelphia Dairy Products Co., Inc., 
incorporated in the Commonwealth of Pennsylvania, with main office located 
at Philadelphia, Pa. 

Foremost also acquired the wholly owned subsidiaries of Philadelphia Dairy 
Products Co., Inc. : 

(a) Janssen Dairy Co., Inc., a New Jersey corporation, with main office lo- 
cated at New York, N. Y. 

(b) Woodlawn Farm Dairy Co., a Pennsylvania corporation, with main office 
located at Philadelphia, Pa. 

(c) Harrington Dairy Co., a Pennsylvania corporation, with main office 1lo- 
cated at Philadelphia, Pa. 

(ad) Richmond Dairy Co., a Virginia corporation, with main office located at 
Richmond, Va. 

29. In September 1955 Foremost acquired Western Condensing Co., a California 
corporation, with main office located at Appleton, Wis. 

30. In October 1955 Foremost acquired Florida Dairies Co., a Florida cor- 
poration, with main office located at Miami, Fla. 


Mr. Hueues. That Mrs. Tuckers deal, that is in error, the state- 
ment here. We did not purchase Mrs. Tuckers Food. We pur- 
chased from them certain assets of the company, namely, the Glen 
Eden Milk Co., from Mrs. Tucker. 

Mr. MacIntyre. That means the dairy pasteurizing and bottling 
plant at Sherman ? 

Mr. Hucues. No; all we bought was the trucks and a part of the 
equipment. 
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Mr. MacIntyre. Well, Mrs. Tuckers Foods ceased to do business 
of distributing milk in Sherman when you purchased those assets, is 
that correct ? 

Mr. Huenes. That is correct. 

Mr. MacIntyre. And when Foremost purchased the dairy here in 
Dallas the Tennessee Dairy here in Dallas ceased except under the 
direction and as a part of Foremost ? 

Mr. Hueues. Tennessee was continued on as a separate corporation 
for quite some time and the same people operated it. Mr. Waters 
was the president of Tennessee Dairy for some while after we pur- 
chased it. 

Mr. MacIntyre. It operated for the benefit of Foremost ? 

Mr. Huaues. Yes; it was a wholly owned subsidiary and—— 

Mr. MacInryre. And has now been merged into and become a part 
of Foremost ? 

Mr. Huaues. Correct, yes, sir. 

Mr. MacInryre. I believe that you have prepared a statement of 
price changes on fluid milk sold by Foremost in Dallas covering a 
period of 2 years, have you, Mr. Hughes? 

Mr. Hucues. it was not prepared by me and I have not inspected 
it personally, but I believe it was prepared by the local milk plant 
here. 

Chairman Patman. Are you willing to make it a part of your 
testimony ? 

Mr. Huenes. I would prefer Mr. Waters to handle it. He handles 
sales, if it is agreeable to you. He is better acquainted with that 
than I, so far as Iam concerned. It is under my general supervision 
but he is 

Chairman Parman. All right. 

Mr. MacIntyre. You are sales manager at the Dallas plant of the 
Foremost Co. ? 

Mr. Waters. I am sales manager for the division, not of the Dallas 

lant. 
Mr. MacIntyre. You have supervision over the sales of the Dallas 
plant from the Dallas plant ? 

Mr. Warers. In the same way that I have over the other plants in 
the division, that is correct. But not specifically the Dallas plant. 

Mr. MacInryre. You are acquainted with the price changes that 
are made by Foremost regarding sales from the Dallas plant, though, 
aren’t you ? 

Mr. Warers. That is correct. 

Mr. MacIntyre. And did you make up this tabulation of the price 
changes on milk or have it made under your supervision ? 

Mr. Waters. I did. The accounting department actually prepared 
it. 

Mr. MacIntyre. You vouch for the accuracy of this then, do you? 

Mr. Waters. Yes, I do. 

Mr. MacIntyre. And it purports to show price changes on the 
wholesale price on milk by Foremost in Dallas, Tex., through the 
2-year period of 1956 and 1957 ? 

Mr. Waters. That is correct. Up to and including December 17. 

Mr. MacIntyre. Including a change that was announced and made 
effective December 17, 1957 ? 

Mr. Waters. That is correct. 
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Mr. MacInryrre. That brought the price wholesale and in-store 
price to 39 cents half gallon ? 

Mr. Waters. It brought our wholesale to 32 cents per half gallon. 

Mr. MacIntyre. That is correct. I was looking at the retail. Iam 
sorry. Soit was 32 wholesale and 39 retail ? 

Mr. Waters. That is correct. 

Mr. MacIntyre. And that is on milk containing 3.5 to 3.6 butterfat ? 

Mr. Waters. That is correct. 

Mr. MacInryre. In half-gallon paper containers ? 

Mr. Waters. Paper or glass, the same price. 

Mr. MacIntyre. No distinction between the glass and the paper—— 

Mr. Waters. No. 

Mr. MacIntyre. On the price there? 

Mr. Waters. No. 

Mr. MacIntyre. And now according to this tabulation there is 
shown a price wholesale instore net price to Foremost, January 1, 
1956, of 41.4 cents per half gallon carton, do you see that ? 

Mr. Waters. That is correct. 

Mr. MacIntyre. When you were selling milk net in the stores at 
that wholesale price you were selling at a profit, weren’t you ¢ 

Mr. Warers. As far as I can recall we were. I believe that is 
correct. 

Mr. MacIntyre. Well, can’t you testify as to it asa fact? 

Mr. Warers. No, in other words, I think that we were making a 

rofit on it at that time. I don’t recall exactly the situation in the 

allas market in January of 1956 as to what the cost price was and the 
selling price. I assume that we were making a profit. I don’t recall 
it at that time, however. 

Mr. MacIntyre. Well the price to the producers is shown by an- 
other tabulation that you attach, and that price is $5.92 a hundred- 
weight, that is under 50 cents a gallon, that you were paying the pro- 
ducers on that occasion and your half gallon price was 41.4? 

Mr. Warers. I would assume there was a profit there, yes, sir. 

Mr. MacIntyre. Well, you are an experienced man in this business, 
and you can give us your judgment that there was or was not, couldn’t 
you? 

Mr. Warers. It is my judgment that there was one. Mr. Mac- 
Intyre, I didn’t intend to leave the impression that we were selling it 
at a loss at that time. I was not prepared to answer conclusively that 
we were making a profit, because I had not prepared myself on this 
date, but I believe it was a profitable price. 

Mr. MacIntyre. How se have you held your position as sales 
manager and supervisor of the pricing for Foremost. Dairy ? 

Mr. Waters. My position is not supervisor of pricing. I have held 
my position since 1952, when we merged with 

Mr. MacIntyre. You do supervise the making of prices, though, 
out of the Dallas plant, don’t you ? 

Mr. Warers. I consult with our Dallas manager. We have not— 
we have not had initiative in making the prices ourselves. We have 
had the option of following competitive prices, Mr. MacIntyre. 

Mr. MacIntyre. Well, let us analyze that in the light of this 41.4 
cents half-gallon price, January 1, 1956. 

Mr. Waters. Yes. 
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Mr. MacIntyre. You had the option of holding it at that level or 
lowering it at that time, didn’t you ¢ 

Mr. Waters. Yes, sir. 

Mr. MacInryre. And you exercised the judgment to hold it at the 
41.4 price or almost 93 cents a gallon wholesale into the stores, didn’t 

you ¢ 
7 Mr. Warers. That would be 82.8. 

Mr. MacIntyre. Yes, 82.8 cents, I am sorry. That was your judg- 
ment that you wanted to hold it to that price ¢ 

Mr. Warers. That is correct. 

Mr. MacInryre. That was not based on a compulsion by competition 
to lower it, but by your judgment as to what you wanted to get to 
cover your cost and make a profit, wasn’t it, Mr. Waters? 

Mr. Waters. Our not lowering our price ? 

Mr. MacIntyre. Yes; you could have lowered it below that at that 
time. 

Mr. Waters. Yes. 

Mr. MacIntyre. But you chose not to do that and that was based on 
the judgment of what you wanted to do in making your costs and 
your profit ? 

Mr. Waters. That is correct. 

Mr. MacIntyre. And you did that after consultation with your 
plant manager as to what your cost was ? 

Mr. Waters. You mean, did we specifically consult at this puttiekine 
time and say, should we lower our price or should we not? I don’t 
recall any, I don’t recall any such. 

Mr. MacIntyre. Whether you did it in this specific instance, that 
is in general the way you had been operating your business; isn’t 
it? 

Mr. Waters. Yes,sir. In general that is correct. 

Mr. MacIntyre. And on the basis of the information that you and 
he had before you, you chose not to lower your price? 

Mr. Waters. That is correct. 

Mr. MacIntyre. Because this would give you the maximum profit 
that you could get or felt you could get at that time? 

Mr. Waters. Yes, sir. Under the competitive conditions; yes, sir. 

Mr. MacIntyre. And that accounted for a spread of about 30 cents 
per gallon between what you were paying the producer and what you 
were getting from the storekeeper for the milk or approximately 
that ? ‘ 

Mr. Waters. If that is what these figures tabulate to, that would 
be correct. 

Mr. MacIntyre. That is my rough hasty arithmetic on it, about 
30 cents ¢ 

Mr. Warers. Yes. 

Mr. MacIntyre. As of December 4, 1957, according to this tabula- 


' tion, your in-store net wholesale price on the same milk was 26 cents, 


or a total of 52centsa gallon. At that time you were paying producers 
about 46 cents a gallon, a spread between what you were paying the 
producers and what you were getting from the storekeeper was about 
6 cents a gallon as against the 30-cent spread that you were mak- 
ing back at the beginning of 1956. 
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Can you tell us whether or not that in the discussion with your plant 
manager any reference was made about your costs being covered by 
this price of December 4, 1957 ? 

r. Waters. We knew that our cost was not covered by that price, 
Mr. MacIntyre. 

Mr. Macintyre. How did you know that? 

Mr. Wartrrs. We knew—it had gotten to a point where it was not 
even necessary to figure it. But we could figure from what we had 
been doing before the price reduced, and taking the difference in the 
gross price there, between what we had been getting before the reduc- 
tion and what we were getting then, that it put us into a losing 
position. 

Mr. MacIntyre. How much per gallon do you think you were los- 
ing on that case? 

r. Waters. I don’t know exactly. Our operations are computed at 
the end of each month and there is some variation from month to 
month. I don’t know our exact cost at this time, at the time of 
this. Idon’t know how much we were losing. 

Mr. MacIntyre. Approximately ? 

Mr. Waters. It would only be just a statement taken out of air. 
I don’t know exactly what it is. 

Mr. MacIntyre. Could it be something like 10 to 15 cents a gallon? 

Mr. Waters. I suppose that is possible. I don’t know. 

Mr. MacIntyre. On the basis of your experience, and you have 


been in this business a long time, would you say that you were losing 
ere about that time, 15 cents? 
‘ 


Waters. I really don’t know it. That is a matter that the 
accounting department works out, as I say, each month they give 
us our costs. 

Mr. MacInryre. They told you at that time what that was, didn’t 
they, Mr. Waters? 

Mr. Waters. We haven’t gotten our December statement yet. We 
won’t until the 10th of January. 

Mr. MacIntyre. You had the November statement before you on 
December 4, showing you what their costs were for the month of 
November ; didn’t you? 

Mr. Waters. No, not on December the 4th. We get our statement 
approximately the 10th. 

Mr. MacIntyre. So before you made the price on December 17, 
you had your November statement ? 

Mr. Waters. Yes, we had the November statement. 

Mr. MacIntyre. What did that show your cost per gallon, I mean, 
per gallon in your distribution, your distribution cost? 

Mr. Warers. The cost? Well, now, we didn’t get a figure broken 
down as to our distribution cost per gallon. 

Mr. MacIntyre. But the overall cost for the month of November? 

Mr. Warers. Well, in our compilations of operations our entire 
product line is lumped together, milk, cream, buttermilk and all of 
the rest of it, so we do not have a separate figure on an item like 
half-gallons of homogenized milk unless the accounting department 
just specifically takes that out and approximates the cost figure on it. 
And then it will be an approximation. It involves segregation of 
expenses and allocation. 
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Mr. MacIntyre. Didn’t you ask them to do that for you at that 
time, to give you an approximation ¢ 

Mr. Warers. No; I did not. No, sir. 

Mr. MacIntyre. Did any other official of Foremost ask that that 
be done? 

Mr. Waters. We discussed with our comptroller what he could 
give us as a cost figure at that time and he said he would attempt 
to work us out a figure that might have some basis for fact, but he did 
not have it at the time of this price change, no, sir. 

Mr. MacIntyre. Didn’t he have it by the 17th of December? 

Mr. Waters. I don’t recall whether H had it up by exactly that 
time, but somewhere around that date he did come up with a figure 
he said he would not want to be tied to, but he thought it might have 
some basis, yes. 

Mr. MacIntyre. That showed a substantial loss per gallon? 

Mr. Waters. Yes, it did. 

Mr. MacInryre. On that which you had been selling in the pre- 
ceding week ? 

Mr. Warers. There is no attempt on my part to deny that we have 
sold at a loss, at this price, no, sir. We knew we had a loss. The 
thing we don’t know is exactly how much loss is involved in this. 

Mr. Macinryre. Well, this comptroller statement that you just 
referred to was the basis of the statement that was made by Mr. 
Hughes which was quoted in the press to the effect that the sales had 
been below cost and you were just a little tired of losing money; is 
that right ¢ 

Mr. Waters. That is correct; that is correct, sir. 

Mr. MacIntyre. Now will you tell us about how much per gallon 
that loss showed, that statement showed that you were losing? 

Mr. Waters. As I mentioned to you, we didn’t get a figure of that 
nature to show how much per gallon we had been losing, because our 
prices had not been static. There had been changes at frequent inter- 
vals. So we did not attempt to establish exactly what had been the 
loss on any specific price. 

Mr. MaclInryre. The overall price per gallon would have been 
shown in that statement ¢ 

Mr. Warers. No. Actual cost, Mr. MacIntyre, so far as we our- 
selves know it, is a matter that has to be computed each month, be- 
cause it varies with volume and with our actual operating expenses, 
matter of overtime and one thing and another, of that nature, what 
our losses in the plant are. We can approximate a theoretical cost by 
taking what figures we have available and then we cannot be ab- 
solutely sure when we get that that is actually our cost as of that day 
or that will be our cost as of the month ahead or that it was our cost 
at the month behind on any given item. 

Mr. MacIntyre. But it is an approximation of the cost as of that 
period on that volume? : 

Mr. Waters. Of what? 

Mr. MacInryre. Of the volume that you were turning out—as of 
that time you had an approximation of what your per gallon cost was 
as of that time, on the volume that you were enjoying at that time? 

Mr. Waters. Well, we had a theoretical cost that had been worked 
out, not by December 4, but at some later date in December. I don’t 
recall the exact date. 
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Mr. Macintyre. Will you tell us about what that was in general 
round figures ¢ 

Mr. Waters. In general, it was roughly 70 cents per gallon. 

Mr. MacInryre. Seventy cents per gallon ¢ 

Mr. Warers. Yes; as I recall it. 

Mr. MacIntyre. That is the in-store net to you on the half-gallon 
container ¢ 

Mr. Warers. Yes. Now as our comptroller told us when we were 
asking him for figures, he says: 

Now what do you want in the way of costs? Are you talking about all of the 
costs, or are you talking about the costs that we actually pinpoint to the item? 


That is the cost that he says he could pinpoint to the item and an 
approximation taking an arbitrary allocation of expenses and so forth. 

Mr. MacIntyre. That would include, of course, the cost of the paper 
container and other things that you say were pinpointed to the item ? 

Mr. Warers. Yes. 

Mr. MacInryre. In connection with that study there was an esti- 
mate arrived at as to what the price war had cost Foremost in the 
aggregate here during November and up to that date in December— 
hadn’t there been an estimate arrived at? 

Mr. Waters. Yes, sir. That is what I was asking Mr. Hughes 
if he had such an estimate. We had just roughed out some figures 
in this general conversation but we had not tried to have an account- 
ing figure drawn on it because we couldn’t tell what the events were 
going to be. 

Mr. MacIntyre. That is what I was referring to, this rough esti- 
mate. Will you state what that was that you arrived at? 

Mr. Hueues. I am not trying to answer “for Mr. Waters, but what 
I was going to say is it would ‘be a matter of computing the cost of 
70 cents a gallon, Mr. MacIntyre, and then we knew what we were 
realizing out of it, the price got down to 52 cents a gallon. At one 
pant we were losing 18 cents a gallon, and at another point we were 
osing—using this 70-cent figure—at another port we were losing— 
at the beginning we were losing 6 cents a gallon. We started out to 
lose 6 and then we were losing 10, and we got down to 18. I don’t 
know how much the gallonage amounted to, frankly. 

Mr. MacInryre. You had a showing of your volume for a half 
month there from November 30 to about December 15 and on that 
a loss of about 15 to 16 cents a gallon. You know what your volume 
was in the stores. 

Mr. Hueues. I will say this, it was in my own mind just hazard- 
ing a guess, substantial and it was very expensive—it was something 
we could not live with and did not intend to live with. That is the 
reason we had to move back up. We couldn’t stand it. The exact 
amount, I don’t know the gallonage. We could check it. 

Mr. MacInryre. It would run into a figure of several tens of 
thousands of dollars, wouldn’t it ? 

Mr. Hueues. It could. It could. It could run into—it could run 
into—it could run into three or four thousand dollars a day. I am 
guessing the figures. I don’t know the volume. It was substantial. 
We were not happy over it and we determined quickly we could not 
leave it there. That is the reason I made the announcement that we 
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were going back up. I am not trying to justify the low price. There 
is no justification for it, so far as 1 am concerned. 

Mr. MacInryre. If the price had been left at its low level and the 
resources of your division had been limited to what itself then had, 
and it could not have gone on. It would have actually had to go 
into bankruptcy, wouldn’t it ? 

Mr. Hueues. I could not answer as to the effect. But I will say 
this, that being responsible for the earnings of the division I didn’t 
intend to leave it there. I intended at that point, whici we had not 
up until then, to lose the volume rather than to continue to lose that 
kind of money. And if our competition had taken all of the business 
at that stage we would just have been out of the fluid milk business 
in the half-gallon containers—that would have been it. We couldn’t 
stand that loss. I will tell you that. We have thousands of stock- 
holders in Texas, employees, widows, orphans. This was their money 
that we were losing—not my money or Mr. Waters’ money. 

Mr. MacInryre. You felt enough had been lost ? 

Mr. Hueues. I felt enough had been lost; yes, sir. 

Mr. MacIntyre. Now your supervision of the division brings you 
in contact with policies for pricing at Waco, and other locations in 
Texas, I believe you said ? 

Mr. Hvueues. Our policy is strictly to meet competition where it is 
legitimate competition, recognized competition, and then we have a 
choice of either meeting it or forgoing the business. 

My supervision is most general. We hold the local manager respon- 
sible for earnings at the local operation. 

Mr. MacIntyre. But he keeps you advised what prices are? 

Mr. Hucues. He keeps Mr. Waters advised. And if there is going 
to be anything out of the ordinary Mr. Waters would take it up with 
me, if it is a matter of policy. 

‘Mr. MacInryre. I would like to ask Mr. Waters this question, then: 
During this period of December 4 to 17 when your in-store price was 
52 cents on half-gallon containers in Dallas, what was your com- 
parable price in Waco? 

Mr. Waters. I believe that the price there was approximately 90 
cents. 

Mr. MacIntyre. About 90 cents? 

Mr. Waters. I believe. 

Mr. MacIntyre. Didn’t you have any higher price in other parts 
of the division, other parts of Texas at the same time? 

Mr. Waters. Higher than in Dallas? 

Mr. MacIntyre. Higher than in Waco, that was not the highest 
price. 

Mr. Waters. I don’t recall other prices right at the moment, Mr. 
MacIntyre. 

Mr. MacIntyre. Weren’t there prices in Houston and in Corpus 
Christi higher than the 90-cent price in Waco in the period of De- 
cember 4 to 17? 

Mr. Waters. It could be; yes, sir. 

Mr. MacIntyre. What were they ? 

Mr. Waters. Do you have listing over there ? 

Mr. Kerron. They didn’t ask for it. We were not asked for that. 

Mr. MacInryre. I know that. But they would be above 90 cents? 

20474—58—pt. 1——_8 
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Mr. Waters. Normally, that is a higher milk market down there. 
Mr. MacIntyre. So when you talk about the higher milk market 
there—— 

Mr. Waters. The raw milk cost goes up as you move south. 

Mr. MacIntyre. That is only 25 cents a senskedieaiabt It is about 
half a cent a quart. 

Mr. Waters. There is a difference of 42 cents per manne ae 
between Dallas, that is the north Texas and San Antonio, and I be- 
lieve another 17 cents per hundredweight between San Antonio and 
Corpus Christi. I believe it is 59 cents differential between north 
and south. 

Mr. MacIntyre. That would be a cent and a half a quart or 6 cents 

‘a gallon? 
r. Waters. Approximately. 

Mr. MacIntyre. In producer cost of the raw material ? 

Mr. Waters. Yes. 

Mr. MacIntyre. I mean in your cost in purchasing it from the 
producer ? 

Mr. Waters. That is correct. 

Mr. MacIntyre. But the difference in the prices—December 4 to 
17—was about 30 to 40 cents a gallon in the 2 areas? 

Mr. Waters. Yes; that would be correct. 

Mr. MacInryre. I should like to ask you this question, also, Mr. 
Waters; isn’t it a fact that in the market in which you are supervising 
the sales of Foremost, that it is a policy of Foremost to enter into 
deals with dealers, operators of stores, supermarkets, and even small 
retail stores, to furnish them cabinets, freezer cabinets and cooler 
cabinets without charge? 

Mr. Waters. Ice-cream cabinets are you referring to? 

Mr. MacIntyre. Even fluid-milk cabinets—certainly ice-cream 
cabinets. . 

Mr. Waters. Ice-cream cabinets we furnish; yes, sir. 

Mr. MacIntyre. And in that connection you have the dealer to 
place the name or you place the name “Foremost” on that cabinet so 
that it is identified with your product ? 

Mr. Waters. Yes, sir. We have an identification equipment num- 
ber tag that is placed on there and we have point-of-sale advertising 
which we place on the cabinet or in other locations in the store to help 
the sale of the merchandise. 

Mr. MacIntyre. You do not permit those dealers to sell other peo- 
ple’s products out of that cabinet, do you ? 

Mr. Waters. No; not out of our cabinet; no, sir. 

Mr. MacIntyre. So, when you put in a cabinet that way in a 
dealer’s establishment and he does not have room for but one cabinet, 
you have, in effect, excluded your competitor’s products from the 
store ? 

Mr. Waters. No, sir; it normally does not work that way. In gen- 
eral, the stores have several cabinets, as a general rule, and if the store 
has only one cabinet—only has room for one cabinet—then, generally, 
he does a small enough business that he does not have any need for or 
have any wish for any other duplication of products there. 

Mr. MacIntyre. That makes him a one-line store in effect then? 
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Mr. Waters. It does. But he can change his line of merchandise in 
a matter of a few minutes’ notice by getting some other company that 
he would like to have their cabinet in his store and start selling their 
goods. 
~ Mr. MacIwryne. By telling you to come and take your cabinet 
away ? 

Mr. Waters. The other company will pick it up and deliver it to us. 

Mr. MacIntyre. They would bring a cabinet, too. When you are 
talking about this other company, what companies are they ? 

Mr. Waters. Any other company in the ice-cream business. 

Mr. MacIntyre. That would include Borden’s and Oak Farms? 

Mr. Waters. It would include such companies as Kelpen’s of Ter- 
rell, Smith Ice Cream, and King Ice Cream Co. here in Dallas—many 
of them. 

Mr. MacIntyre. In addition to furnishing cabinets, you furnish 
money to different dealers, don’t you ? 

Mr. Warers. No, sir. No, sir. 

Mr. MacIntyre. Haven’t you made loans on behalf of Foremost 
to dealers in your territory ? 

Mr. Waters. No, sir. Foremost has not loaned money. We have 
been successful in helping some dealers to secure loans for enlarging 
their premises or for other purposes but we ourselves do not lend 
money ; no, sir. 

Mr. MacIntyre. But you do get the money for them, or arrange 
for it? 

Mr. Waters. We have helped some of them to secure loans in help- 
ing them—to help them with people that are in the lending business. 

Mr. MacIntyre. On your endorsement they are able to get it? 

Mr. Waters. No, sir. We are not permitted to endorse notes. 

Mr. MacIntyre. You speak a good word for them ? 

Mr. Waters. That is it, in effect. In some instances, it is as simple 
as giving the man who wants to borrow the money a little bit of help 
in making up his statement to show just what he has to secure the 
loan. Some of these fellows are very inexperienced in borrowing. 
All they need is just a little bit of instruction in compiling their assets, 
showing just what they have to offer to a lender. 

Mr. MacIntyre. And when you do that sometimes that money is 
used to paint the store up with the colors and the name of “Foremost,” 
putting up signs for Foremost products isn’t it ? 

Mr. Waters. Not tomy knowledge. 

Mr. MacIntyre. You don’t know of any ? 

Mr. Warers. I have never known one of the dealers to use his 
money to paint the store up with Foremost colors, no, sir. 

Mr. MacIntyre. You don’t know of any instance where that has 
occurred ? 

Mr. Waters. No, sir. 

Mr. MacIntyre. Do you know of instances where the money was 
secured, arrangements were made by you in securing the money, pro- 
viding for the dealer to be committed to buy your products, until 
that money would be repaid by him ? 

Mr. Warers. No, sir. 

Mr. MacIntyre. You know of no instances of that kind, Mr. 
Waters? 

Mr. Warers. No, I don’t. 
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Mr. MacIntyre. Either in or out of the Dallas area in any other 
markets that you are operating in ¢ 

Mr. Warers. No, sir. I know in some of these instances where we 
have helped to secure loans for customers they handled merchandise 
of several other suppliers. I know that positively. I don’t know of 
any instance where we have our customer who handles our mer- 
chandise solely. 

Mr. MacInryre. Is it your judgment that representatives of Fore- 
most would have to inform you if such an arrangement had been 
entered into between them and the dealers ? 

Mr. Waters. Certainly, I would expect that they would. I wouldn’t 
say that it was possible—that it would be impossible for me not to know 
about it. No, sir. 

Mr. MacIntyre. In other words, you do not exclude that possibility ? 

Mr. Waters. I don’t know. I don’t exclude it; no, sir. I don’t know 
of any instance. It sounds very unusual right on the face of it. 

Mr. MacIntyre. You don’t want for us to take your testimony here 
this morning as meaning that you are vouching for the fact that that 
has not happened ? 

Mr. Waters. How did you say that now ? 

Mr. MacIntyre. In other words, you are not vouching here for the 
fact that Foremost has not, or representatives of Foremost have not 
entered into deals with dealers requiring them to purchase only Fore- 
most products during the course of an obligation of that kind? 

Mr. Waters. No; I couldn’t say—couldn’t say positively what some- 
one else may have done. I do not know of any such experience. We 
haven’t heard of one. 

Mr. MacIntyre. So you are not testifying that there isn’t such an 
arrangement ? 

Mr. Waters. There is not to my knowledge, no, sir. 

Mr. MacIntyre. Mr. Chairman, I would like to offer for the record 
this statement of prices on both the raw milk as well as the milk dis- 
tributed by Foremost in the Dallas area covering the period 1956-57. 

Chairman Patrmay. Isthat the tabulation submitted . 

Mr. MacIntyre. A copy of the tabulation Mr. Waters has been 
testifying about. 

Chairman Parman. Without objection it is so ordered. 

(The tabulation referred to is as follows :) 


ForEMostT Darreies, INC. 


Milk price changes, Dallas, Tex. 


| 
4 gal- | Quarts; Pints | | 14 gale | Quarts | Pints 1 
lons | | pints |} | lons | pints 





WHOLESALE I] RETAIL 


Jan. 1, 1956 $0. 4140 |$0. 2115 Jan. 1, 1956 __- 
Mar. 15, 1956__- . . 2025 || Mar. 15, 1956_-__- 
May 3, 1956 3 es ; _......-|| May 4, 1956..._-- 
Nov. 5, 1956 . 45 ; . 1218 . 0672 Nov. 5, 1956 ___-. 
Mar. 4, 1957 : : . 4 Mar. 4, 1957 
Bae. 12, Teer -...--)-<4. awe . 108 Apr. 10, 1957... .- 
Apr. 10, 1957_-- “ . ‘ Nov. 29, 1957... 
Nov. 29, 1957___- a icone Wie < oad Nov. 30, 1957_-__-- 
Nov. 30, 1957_- . 2 -“ = ...-.--|| Dee. 4, 1957 

Dec. 4, 1957___- 4 Ss eal inden en Fe ee 
Dec. 17, 1957__- jig 





Note.—Butterfat of our milk during this period was 3.5-3.6 percent. 
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Milk selling prices, Fort Worth, Tea. 


ay 4 -- 
4 gal- eaies; Pints 4 ¥ gal- | Quarts | Pints 4 
Ss 
| 




















ons pints lons pints 
WHOLESALE RETAIL 
As of— As of— 
Jan, 1, 1956... |$0. 4140 |$0. 2115 |$0. 1080 |$0. 0585 Jan. 1, 1956.._| $0.49 OL Pee oe 
Feb. 13, 1956_| .41 .21 wah . 0585 Mar. 16, 1956- 47 gl ntdh acehdubsoce 
Mar. 16, 1956.) .40 .20 ll . 0585 May 3, 1956_- . 51 a logeaphacienseane 
May 3, 1956..| .44 . 22% .12 . 065 Nov, 5, 1956__ . 53 ,} Rassias 
Nov. 5, 1956..| .46 . 23% .12% . 0675 Mar. 4, 1957-_. .49 MP nebitia sistance 
Mar. 4, 1957..| .42 -21% {| .11%] .0625 Apr. 10, 1957_. .47 UPR Li ceddccc~e 
Apr. 10, 1957_| .40 . 20) 11% . 0625 July 11, 1957_- 49 nde ice how chdaksseo 
July 11,1957._| .42 .21%]{ .12 . 065 Nov. 29, 1957. .44 PE Pecccuboul tenses 
Nov. 29, 1957.) .34 .21% -12 . 065 





NorTe.—Butterfat content of milk during this period was 3.5-3.6 percent. 


Milk price changes, Sherman, Tea. 





j 


























% | Quarts! Pints 14 % | Quarts} Pints 4% 
gallons ¥ pints gallons pints 
WHOLESALE | RETAIL 
Jan. 1, 1956....... $0. 4500 |$0. 2300 |$0. 1200 |$0.0600 || Jan. 1, 1956__._._- 
Mar. 15, 1956.__..| . 4300 . 2200 | .1200 . 0600 || Mar. 15, 1956 
Sept. 10, 1956..._.| .4700 . 2400 . 1250 . 0650 || Sept. 10, 1956 
Nov. 5, 1956_..... . 5000 . 2550 . 1350 . 0750 || Nov. 5, 1956..__.- 
Jan. 22, 1957_..__- .4500 | .2295 | .1215 | .0608 || Jan, 22, 1957_._._. 
Mar. 4, 1957_.__.- . 4370 « 2283 . 1188 . 0570 || Mar. 4, 1957__.-.- 
Apr. 15, 1957... . 4180 . 2138 . 1188 . 0570 || Apr. 15, 1957... -- : . 
July 8, 1957___...| .4370 . 2233 . 1235 . 0594 || July 8, 1957......| .4900 . 2500 - 1500 |...-...- 
Nev, 23, 1957_.._- . 3325 . 2233 - 1235 . 0594 || Nov. 23, 1957.._..| .3900 . 2500 s j)* 
Dee. 7, 1957_____- . 2600 . 2233 . 1235 . 0594 || Dec. 7, 1957... -- . 3500 . 2500 ieee fais. 
Dec. 17, 1957..... . 3200 . 2233 . 1235 . 0594 || Dec, 17, 1957___-- . 3900 . 2500 S$ 20GB A ncnbae 


Norte.—Butterfat content of milk during this period was 3.5-3.6 percent. 


North Texas marketing area, class I prices January 1956 through December 1957 


Dollars per Dollars per 
1956— hundredweight | 1957— hundredweight 
BOGVOOTV i isi intcinia 5. 929 JONUVAUE i i. enter intenis 5. 931 
I sn sine ahaa 5. 951 OIG oc erennettiecedl 5. 919 
a ere eal 5. 581 ie Seni beckons ceeentee 5. 960 
Wr erpreniandte cap nares 5. 597 TE oh aces tees 5. 324 
ei ie Bs 6. 129 Mayo oo cue 5. 421 
JUNG Luiicaesidiadcx 6. 024 Juméacii addi danckcseok 5. 385 
Din vihinsdnigiaaagmenindcieedl 5. 967 Che Ai bcm dieiaal 5. 635 
Be inticineicuks ineciumucnsaies 5. 985 ean ccsenieiae 5. 647 
I cs ertrcce nae 6. 011 September______--------- 5. 699 
Gebers ek 6. 128 Gueern ui teige: 5. 718 
Movember. i a il 6. 164 November__......--...... 5. 723 
DONG sco stay <nnbigtlicittap 6. 211 DORR. ctnctcincememdte 5. 740 


Mr. MacIntyre. Mr. Waters, just before the price reached this 
low level of December 4, 1957, did you discuss this differential in the 
price of milk in gallon jugs and half-gallon containers with repre- 
sentatives of other distributors? 

Mr. Waters. No;I did not. No, sir. 

Mr. MacIntyre. We have some testimony here under oath to the 
effect that representatives of one of the other dairies did talk to a 
Mr. es at Foremost. You are not the Waters that he spoke 
about 

Mr. Waters. I don’t recall any such conversation. 

Mr. MacIntyre. You are not testifying that it didn’t take place? 
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Mr. Waters. I am testifying that I don’t recall any conversation 
about differential between gallon jugs and half gallons. 

Mr. MacIntyre. Or about pricing policies? 

Mr. Water. No; that would also be my answer. 

Mr. MacIntyre. Or about methods of packaging, whether in cartons 
or paper or glass? 

Mr. Waters. In what way do you mean now about? 

Mr. MacIntyre. As to whether or not it would be a good policy to 
exclude the glass ? 

Mr. Waters. To exclude glass? 

Mr. MacIntyre. Yes; package only in paper. You don’t recall the 
conversation concerning that ? 

Mr. Waters. I certainly don’t, because there is no thought on our 
part of excluding glass at all. We have a very substantial business 
in glass. 

Mr. MacIntyre. That is all. 

Chairman Parman. Are there any questions, Mr. Steed ? 

Mr. Steep. Can you give us a rough estimate as to about the amount 
of the Dallas milk market you supply, what percent of it ? 

Mr. Warenrs. I believe that we have received figures of about 10 
percent. 

Mr. Streep. That is all. 

Chairman Patman. Would you like to make any additional state- 
ments supplementing what you have said, either one of you witnesses 
in your own behalf or on behalf of your company ? 

Mr. Waters. I would like to mention and to supplement what Mr. 
Hughes had said earlier that our policy has been to be competitive with 
recognized competition. I was asked a number of questions about the 
prices we were charging at different times here in this recent period 
of time. And in arriving at these prices as I mentioned earlier we 
did not have initiative of setting the price. We were in each instance 
following prices that had already been established in the market by 
other handlers in this market, whose merchandise was selling side 
by side with ours in anumber of stores in town. 

Our first knowledge of the reduction in prices in the market came 
through members of our sales force who told us about conversations 
they had had with their customers who had received lower prices 
already from some of the competing milk companies. And we were 
asked what our price would be to these same merchants. 

This started on the 27th of November, the first indication we had that 
there were some new prices being offered to the trade. 

By the afternoon of the 27th, why there were notices in the papers 
and on the radio that one of the locally owned companies was offering 
half-gallons of milk for the same price which had been the price of 
the out-of-store price of the gallon jugs prior to that time. 

We have not based our prices on the prices of the gallon jugs at 
any time either prior to this or during these price changes that took 
place in recent days, but we have found it necessary to follow the 
prices of milk in half-gallon containers being sold by recognized 
competitors. 

The notices as I say, appeared in the newspapers and newscasts 
over the radio and I believe maybe some radio spot advertising indi- 
cated that at least one of these major companies in the market was 
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selling half-gallons at a lower price. We had heard from our cus- 
tomers that they had had offers from other companies. So we changed 
our price to be effective November 29, and we so informed those 
customers that we could reach on such short notice. 

On the 29th we were informed that the price for gallon jugs was 
lower than it had been on previous days but that still made no differ- 
ence in our own pricing policy. But, also, 1 would say we were again 
informed by customers who were buying from us and from other 
handlers in the market at the same time that they had been assured 
of lower prices for the next day from these same dealers. And again 
we were asked, “What will be the price of your products tous? Will 
you be competing?” That was on Friday, November 29. 

After consultations, why, we assured these same customers that ef- 
fective the next day our prices would be competitive. That would be 
this price of November the 30th, which took effect on Saturday. 

Well, during Saturday, some of our sales people told us that the 
prices for gallon jugs had dropped again, but again, as I say, we were 
not pricing our products based on the gallon jug price. That was 
merely information. 

On Monday there were further comments about it. 

On Tuesday still further comments. And on Tuesday afternoon 
we received notice that at least one other local concern was lowering 
the price of half-gallons again to become effective on Wednesday, 
December the 4th. 

And at that time, as Mr. Hughes said, we had been disappointed all 
the way through at the price changes. They were very costly. We 
recognized they were. And that we feel it was necessary to remain 
competitive. 

At the time of this information that came to us that at least one of 
the other handlers had already announced reduction to the 26-cent 
price, Mr. Hughes and I were discussing it and decided at that time 
we would not make a change based upon that change of this one com- 
pany. And we hoped that it would be just a temporary thing and 
involve only one company. But later in the evening we began to 
receive information from customers that they again had been assured 
of lower prices by the other dealers in the market. And finally, that 
night, why, we told our own people, well, we would authorize their 
going ahead and meeting this new 26-cent price effective December 4. 

We had several conferences ourselves, Mr. Hughes and myself, 
about the situation of the prices. And then during the days between 
that time and along about the 11th of December when these lower 
prices had spread out pretty well out from Dallas and it looked like 
what he had hoped would be a very temporary thing—at the time we 
first heard the price change announcement, was going to drag on and 
on. We determined to do what we could about it. It was on the 13th 
of December we made the announcement that we were going to raise 
our price back to 32 cents per half gallon effective the 17th of 
December. 

And then something that is not on this list of prices began on the 
20th of December. We announced another increase from 32 cents to 
36 cents, that change to take effect on the 23d of December. 

And our price at present is that which just went into effect this 
Monday, a week ago. 
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Mr. MacIntyre. That is the in-store wholesale price ? 

Mr. Waters. That is correct. 

Mr. MacInryre. On half-gallons? 

Mr. Waters. Yes. 

Chairman Parman. Is that all of the statement that you gentlemen 
desire to make ? 

Mr. Hueues. I would like to add to that, Mr. Patman, that this 
whole situation was most deplorable to us. And we did not initiate 
any kind of war movement. 

We had no conversation with anybody about pushing prices down. 

We had no conversations about pushing it back up. 

But when we saw we were in the situation that we were in, we could 
not live under it, we went the other way and took a calculated risk, not 
knowing what anyone else would do. And it isn’t our policy to want 
to hurt the little fellow. 

The financing that Mr. MacIntyre asked about a few minutes ago 
was, by and large, to small dealers that needed some help. I want to 
say that. 

And I would like to say further that the gallon jug has been in this 
market for some 11 years. We paid no attention to it. It has been in 
the Fort Worth market for some 10 or 11 years—just 32 miles away, 
there. The price of milk only dropped about 4 cents a gallon, while it 
dropped down here to the deplorable price of 26 cents. Fort Worth 
is 32 miles away. Over there ourselves and a couple of locally owned 
independent dairies, by and large, consist of the milk business outside 
of one Dallas handler that is there. 

What I am trying to bring out is that we were following the trend 
set by others and not initiating any of this. ~ 

On the other hand, going up to my home county of Grayson County, 
to Sherman, the price of milk got not down to 26 or 27 or 28, but it was 
selling out of the stores as low as 17 cents a half-gallon and 20 cents a 
half-gallon, and there are no gallon jugs there. 

The dealers there, by and large, are all substantial Dallas handlers. 
The milk business has been highly competitive. I want you to know 
that. It is highly competitive. We have tried to operate our business 
by meeting recognized competition, or if we chose to forgo the busi- 
ness if it gets so low that is necessary. 

That is about all I have to say. 

Chairman Parman. Thank you very much. You have been very 
helpful. 

Mr. Hugues. Thank you. 

Chairman Parman. Call your next witness. 

Mr. MacIntyre. Mr. Hartfelder and Mr. Spencer. 

Chairman Parman. You do solemnly swear that the testimony you 
are about to give before this subcommittee will be the truth, the whole 
truth, and nothing but the truth, so help you God ? 

Mr. Harrrevper. I do. 

Mr. Spencer. I do. 
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TESTIMONY OF ROBERT D. SPENCER, AND HERBERT C. 
HARTFELDER, PRESIDENT, OAK FARMS, DALLAS, TEX. 


Chairman Parman. You may proceed. 

Mr. MacInryre. I believe you are president of Oak Farms? 

Mr. Hartrevper. Yes, sir. 

Mr. MacIntyre. How long have you held that position? 

Mr. Harrrevper. Some 7 years. 

Mr. MacIntyre. Did you have prepared in accordance with our 
seeanet, a tabulation of the price changes that you made on milk in 
Dallas 

Mr. Harrrevper. Yes, sir; we have. 

Mr. MacIntyre. Will you pass that to us? 

Mr. Hartrevper. Yes. 

Mr. MacIntyre. Do you make policy and price changes for Oak 
Farms? 

Mr. Harrretper. Generally speaking, yes. 

Mr. MacInryre. Did you with respect to the price changes that 
were made by your company on November 27 to the 29th? 

Mr. Harrrevper. Yes; in that particular instance, however, it was 
in conjunction with one of our largest stockholders, Joe C. Thompson. 

Mr. MacIntyre. Will you tell us about the circumstances of that 
change ¢ 

Mr. Harrrevper. This was the initial change of November 29? 

Mr. MacIntyre. Yes, sir. 

Mr. Hartrevper. The day preceding Thanksgiving, it was Wednes- 
day, our local manager, John Richards, came to me with the state- 
ment that a couple of our customers had called, had announced to 
him that Cabell’s was coming out with a gallon jug Friday. They 
said the wholesale price on the gallon jug would be 64 cents and 
the out-of-store price would be Fs cents, and asked him what we 
were going to do with our prices. He explained to them that he’d 
have to check with me, which he did. And I in turn got in touch 
with our Mr. Thompson. 

The reason that I got in touch with our Mr. Thompson is that we 
had known about this jug of Cabell’s for some 2 months. We serve 
exclusively the 7—Eleven Stores that operate approximately 100 
drive-in stores in Dallas. 

Mr. MacIntyre. Chain groceries? 

Mr. Harrretper. Drive-in groceries. The nature of these stores 
is very similar to the nature of the Cabell Minit Markets. You 
might say that probably there are not two more competitive stores, 
because their pricing policies and so forth are rather similar. 

Milk and bread are probably about the two most sensitive items 
that a store of that type handles insofar as price is concerned. 

So our 7-Eleven people were vitally interested in the price of milk 
out of the Cabell Minit Market stores. 

As I said earlier, we had known of Cabell’s decision to put in these 
gallon jugs for some 2 months because the people who had sold them 
the equipment, after they had sold them, contacted us and wanted to 
know if we were interested in purchasing like equipment. We had 
discussed it with the 7-Eleven people. And that is where Mr. Thomp- 
son came into the picture. 
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We had been in the gallon-jug business back in the thirties. I believe 
we were in it until 1940. Our experience with the gallon-jug business, 
plus a good bit of traveling after that time in connection with check- 
ing on gallon-jug operations, had indicated to us that there was a good 
bit of fallacy in the pricing of gallon jugs. Because of the investiga- 
tion we had done ae our past experience in the thirties we couldn’t see 
where the economy that a lot of people attributed to gallon-jug opera- 
tion could actually be realized. 

So the concensus of our opinions was that rather than put in a gal- 
lon-jug operation we would meet the price of the gallon jugs with 
2 half-gallon cartons. 

So when this news came to us on the day before Thanksgiving, as I 
mentioned earlier, I checked with Mr. Thompson and he issued a 
release to the press on that day that we were going to meet the price 
of the gallon jug with 2 half-gallon cartons, which we did. 

We had a price to the stores of 64 cents. We had a price out of the 
stores of 75 cents. 

Mr. MacIntyre. Before you did that, did you have a conversation 
with Mrs. Teague, of the Beverly Hill ? 

Mr. Harrretper. No, sir; I have never talked to Mrs. Teague. 

Mr. MacIntyre. Did you authorize anyone in the Oak Farms to? 

Mr. Harrrevper. No, sir; to my knowledge no one in our organiza- 
tion had a conversation with Mrs. Teague. 

Mr. MacIntyre. I would like to ask Mr. Spencer this question. Fol- 
lowing this action that was taken by Oak Farms, about which Mr. 
Hartfelder has testified, did you go to the plant of another dairy, a 
small dairy doing a gallon-jug business, and tell them that you were 
interested in buying a gallon-jug bottling plant, that you would like 
to get into that plant ? 

Mr. Srencer. No. 

Mr. MacIntyre. You didn’t visit any plant ? 

Mr. Spencer. I visited a plant; yes, sir. 

Mr. MacIntyre. What plant ? 

Mr. Spencer. I visited Cabell’s, Jere Dairy. 

Mr. MacIntyre. What did you tell the Jere Dairy people was the 
purpose of your visit there? 

Mr. Srencer. To acquaint myself with the half-gallon operation. 

Mr. MacIntyre. With the half-gallon? 

Mr. Spencer. With the gallon operation. 

Mr. MacIntyre. With the gallon operation ? 

Mr. Spencer. Yes. 

Mr. MacIntyre. And to acquaint yourself with the gallon opera- 
tion for what purpose ? 

Mr. Spencer. In my capacity as a production manager I must have 
that information available at all times. 

Mr. MacIntyre. Did you indicate to them on that occasion that you 
were going into this business yourself and that you would like to get 
into that particular plant with them ? 

Mr. Spencer. I so indicated to Mr. Young that sometime in the 
future I could conceive of such an operation. 

Mr. MacIntyre. Of going into business with him or in his plant 
there ¢ 
Mr. Spencer. No. 
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Mr. MacInryvre. Of going into it on your own ? 

Mr. Spencer. Yes, sir. : . 

Mor MacInryre. Well, will you tell us what you said to him about 
that ¢ 

Mr. Spencer. I could not get much information from Mr. Young. 
He had visited our operation in 1955 or 1956 when he was with another 
dairy and on the basis of the information that we exchanged at that 
time I thought that he would exchange similar information with me 
at this time. He was very hesitant to do so and practically gave me 
no information whatsoever. 

Mr. MacIntyre. Well, did you at that time have definite plans or 
even have plans in your mind that were not definite for going into the 
gallon-jug business on your own ? 

Mr. Spencer. I had no definite plans; no, sir. 

Mr. MacIntyre. Did you have indefinite plans? 

oan Spencer. Everyone has indefinite plans. I had no definite 
plans. 

Mr. MacIntyre. Did you have intention ? 

Mr. Srencer. Of going into business? 

Mr. MacInryre. Yes. 

Mr. Spencer. At that time? No, sir. 

Mr. MacIntyre. Did you at that time discuss with him the spread 
of the prices that were prevailing between the glass-gallon-jug price 
and the half-gallon prices? 

Mr. Srencer. No, sir. That is completely out of my orbit. 

Mr. MacIntyre. Did you discuss them with any other representa- 
tives of any other dairy there ? 

Mr. Srencer. No, sir. 

Mr. MacIntyre. I would like to ask Mr. Hartfelder this question: 
Did you discuss these prices with representatives of Cabell; that is, 
the glass-gallon-jug price ? 

Mr. Hartrretper. Mr. MacIntyre, do you mean prior to our price 
cut or after? 

Mr. MacIntyre. Prior to this November 29 price cut. 

Mr. Hartrevcper. No, sir. We did not. 

Mr. MacIntyre. Did you after that? 

Mr. Harrretper. I may have on 1 occasion or 2. But not a dis- 
cussion. We did have an instance or two such as Mrs, Teague spoke 
of earlier. You asked if I had talked to Mrs. Teague. I did talk to 
Mr. Teague. Mr. Teague had called me. I had ‘Deen out of town. 
And he left his phone number some 4 or 5 times. I have been in the 
milk business in Dallas since 1940, and Mr. Teague has been in busi- 
ness that long. I never met Mr. Teague. And I don’t, to my knowl- 
edge, recall ever having talked to him on the telephone even before, 
but he had left this number repeatedly. It was sometime during the 
period of time when the prices were down. And he phoned me and 
I did answer his call. I note that so that there won’t be any mis- 
understanding. 

Mr. MacIntyre. Did you talk to anyone in Cabell’s about this 
gallon-jug business after that? 

Mr. Hartrevper. Yes. At one time I talked to Bob Moore. That 
was the time that we had purchased—made arrangements to pur- 
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chase—some 30 to 40 cases of gallon jugs from Cabell’s, that they 
were going to bottle for us. 

oe MacIntyre. Were your purchases to be limited to 30 or 40 
cases 

Mr. Harrretper. Yes; we were going to use them only in Fort 
Worth. They were going to bottle them under our cap, which they 
did. The Fort Worth health department refused to let us sell them 
unless the cap read “Bottled by Cabell’s, Inc.” And we couldn’t very 
aeenew do that. So we poured the jugs out. They were never 
sold. 

Mr. MacIntyre. None of them were sold in Dallas ? 

Mr. Harrrevper. No. 

Mr. MacIntyre. Did you have any idea of selling gallon jugs in 
Dallas that were bottled by Cabell ? 

Mr. Hartrevper. No, sir; we never did. 

Mr. MacIntyre. Was there any discussion by Mr. Moore for your 
sale of such gallon jugs in Dallas? 

Mr. Hartreper. No, sir. Our discussion was confined to the price 
that he would charge us for the gallon jugs and the availability of 
the jugs to us. 

Mr. MacIntyre. He did offer to bottle in gallon jugs for you for 
sale in Dallas, didn’t he? 

Mr. Harrrexper. I don’t believe we ever discussed it. Our partic- 
ular problem was in Fort Worth and that was the extent of it. 

Mr. MacIntyre. Mr. Chairman, I would like to offer into the record 
this schedule. 


Chairman Parman. Without objection, it is so ordered. 
(The tabulation referred to is as follows:) 
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Chairman Parman. Mr. Steed ? 

Mr. Steep. What percent of the Dallas market do you supply, Mr. 
Hartfelder ? 

Mr. Hartrevper. Sere 15 percent. 

Mr. Srexp. That is all. 

Chairman Parman. Do you have anything to add, either one of 
you witnesses, to what you have said # 

Mr. Spencer. No, sir. 

Mr. Hartrevper. No, sir. 

Chairman Parman. Thank you very kindly. You have been very 


helpful. 

nam call your next witness. 

Mr. MacIntyre. Mr. Metzger. 

Chairman Parman. Raise your right hand. Youdo solemnly swear 
that the testimony you are about to give before this subcommittee, 
will a ee truth, the whole truth, and nothing but the truth, so help 

ou ? 
" Mr. Merzerr. I do. 
Chairman Parman. Identify yourself for the record, please. 
Do you feel well enough to testify ? 


TESTIMONY OF JACOB METZGER, PRESIDENT, METZGER DAIRY, 
DALLAS, TEX. 


Mr. Merzeer. I feel all right. I have just a little bark and my 

nose has been running. 

Chairman Parman. A person’s health comes first. We do not want 
to impose upon you. 

Mr. Merzeer. I feel all right. 

Chairman Parman. Go ahead. 

Mr. MacIntyre. You have given your full name to the reporter? 

Mr. Merzeer. Yes, sir. I am president of Metzger Dairies of Dal- 
las, and we are in the business of distributing and processing milk. 

Mr. MacIntyre. Selling only in Dallas? 

Mr. Merzeer. No, sir. We o outside of the Dallas area. 

Mr. MacInryre. How long have you been engaged in this business 
in Dallas? 

Mr. Merzcrr. I am the third generation. My grandfather started 
this business in 1889. 

Mr. MacIntyre. It is a corporation, is it? 

Mr. Merzcrr. Yes. 

Mr. MacIntyre. Wholly owned by your family ? 

Mr. Merzcer. Yes, sir. 

Mr. MacInryre. No stockholders outside of your family ? 

Mr. Merzeer. That is correct, sir. 

Mr. MacIntyre. About what percent of the total market in Dallas 
do you have, do you think? 

Mr. Merzerr. Around 10 or 12 percent. 

Mr. MacIntyre. Around 10 or 12 percent? 

Mr, Merzcerr. Yes. 

Mr. MacIntyre. What part of your total production is sold in 
Dallas ? 

Mr. Merzerr. Oh, about 70 percent of it. 
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Mr. MacIntyre. About 7 percent ? 

Mr. Merzeer. 70 percent. 

Mr. MacIntyre. 70 percent? 

Mr. Merzorr. Yes. 

Mr. MacIntyre. How far away from Dallas do you make ship- 
ments ? 

Mr. Merzcrr. We have a distributor that starts in at Abilene and 
goes as far west as Pecos, Tex. 

Mr. MacIntyre. That is the most distant? 

Mr. Merzoer. Yes, sir. And then up to the east we go as far as 
Dennison, and over to Paris. 

Mr. MacIntyre. You have supplied us with a tabulation of your 
prices showing the amount and dates of the price changes that you 
made in half-gallon containers, that is, wholesale prices in the stores, 
is this it? 

Mr. Merzcer. Yes, sir. 

Mr. MacIntyre. And on what butterfat content of milk is that? 

Mr. Merzcrer. We have been running 3.5 and 3.6 butterfat, sir. 

Mr. MacInrryre. Do you sell in anything other than paper con- 
tainers ? 

Mr. Merzcer. We sell in glass containers, also. 

Mr. MacIntyre. Half-gallons? 

Mr. Merzeer. Quarts and half-gallons. 

Mr. MacIntyre. Are the prices the same on those ? 

Mr. Merzeer. Yes, sir. 

Mr. MacIntyre. In other words, this covers both then? 

Mr. Merzerr. That is right. 

wi MacIntyre. Have you ever been in the glass gallon jug busi- 
ness 

Mr. Merzcer. Yes, sir; we were in the glass gallon jug business 
back in 1938, 1939, and 1940, 

Mr. MacIntyre. But not since 1940? 

Mr. Merzcer. That is correct. 

Mr. MacIntyre. Did the fact that the glass gallon jug prices were 
about 10 cents per gallon less than the prices of your half-gallon con- 
tainers disturb you before the end of November this year ? 

Mr. Merzcrr. Mr. MacIntyre, it disturbed me, but not to the extent 
to cause me to change the price. 

Mr. Macintyre. Well, when we talk about disturbing you, we mean 
to ask if it did affect very substantially your sales; did it? 

Mr. Merzcer. Yes, sir; it did. 

Mr. MacIntyre. Will you explain how that occurred when these 
distributors that were handling gallon jugs were doing less than 
1 percent of the total market here ? 

Mr. Merzcer. Well, they are not—it is not always the amount that 
is disturbing the market, that is, that they are a disturbing element, 
and our business is in proper distribution of milk and when our 
route salesmen are out here and are selling milk and someone comes 
along and gets a big account which they like to make, it is just as 
easy to make a 4 half-gallon stop at a retail account as it is to make 
2 quarts because it is 1 trip. So that when a salesman loses that 
volume of milk he is dissatisfied. 

So due to dissatisfaction of our salesmen, it created a dissension. 
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Mr. MacIntyre. Are we correct in our understanding your testi- 
mony then that although the small gallon jug operator had less than 
1 percent of the total market, the differential in price and the method 
of distribution that was used was such a factor as could spread over 
the whole market as a competitive factor, pricewise ? 

Mr. Merzcer. I did not pay attention to it so long as there were 
just 2 gallon-jug distributors in here, Mr. MacIntyre. I just took 
the unhappy situation and let it sit like it was. 

Mr. MacInryre. But it was still a competitive factor clear across 
the market ¢ 

Mr. Merzcer. Yes, sir. 

Mr. MacIntyre. It was a pricing competition that you had to take 
into account ? 

Mr. Merzeer. Strictly ; yes, sir. 

Mr. MacIntyre. All the way across the board ? 

Mr. Merzcer. Yes, sir. 

Mr. Macintyre. And prices on other containers, half-gallon or 
quarts, had to be keyed somewhat to that gallon jug price in some 
way ¢ : 

Mr. Merzcer. It had not been up until one of our major competitors 
got in, Mr. MacIntyre. 

Mr. MacIntyre. Well, let us go back to the chain grocery store 
part of your testimony. 

Mr. Merzcer. I have no chains. 

Mr. MacInryre. I mean these pepple who were putting gallon jugs 
in the grocery stores, large chains ¢ 

Mr. Merzaer. I was not serving that chain, sir. 

Mr. MacIntyre. You were serving other chains that were competi- 
tive with those ? : 

Mr. Merzcer. I had 11 stores—I have had as high as 11 stores in 
A.&P. I[haven’t been in Wyatt Stores for years. 

Mr. MacIntyre. So it was not a directly competitive practice so 
far as you were concerned ? 

Mr. zaER. No; not as far as I was concerned. 

Mr. MacIntyre. Tell us about that large competitor who did go into 
the gallon business and was a factor that led you to lower these prices 
as shown by the tabulation. 

Mr. Merzeer. I read in the paper on the day before Thanksgiving 
that his price would be down and I met it. 

Mr. MacIntyre. You read—— 

Mr. Merzcer. Seven-Eleven prices would be down on half gallons. 

Mr. MacIntyre. That was on Cabell’s merchandise ? 

Mr. Merzcer. No, sir; it was on Oak Farms. 

Mr. MacIntyre. On Oak Farms? 

Mr. Merzcer. Yes. 

Mr. MacIntyre. You made your change to take effect on the 29th? 

Mr. Merzeer. That is correct. 

Mr. MacIntyre. To 32 cents on the half gallon paper and glass? 

Mr. Merzcrr. That is correct. 

Mr. Macintyre. Did you discuss these price changes with repre- 
sentatives of other distributors ? 

Mr. Merzcer. No, sir. 

——e MacIntyre. Did they discuss them with you before you made 
them $ 
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Mr. Merzcrr. Cabell—a representative from Cabell called and said 
that their price of gallon jugs would be 64 cents and that they would 
be out on Friday after Thanksgiving with them—made the flat state- 
ment, that was all. There was no discussion. 

Mr. MacIntyre. Who was it that called you from Cabell? 

Mr. Merzorr. I don’t know. Mr. Pearson took the call. I was in 
San Antonio at the time. 

Mr. MacIntyre. Mr. Pearson ? 

Mr. Merzerr. Of my organization. 

Mr. MacIntyre. at is his first name ? 

Mr. Merzerr. Buford, 

Mr. MacInryre. What is his position with your company ? 

Mr. Merzcer. He is Dallas manager; he is my manager. 

Mr. MacIntyre. Was there any other call to your company from 
other distributors even though no discussion ¢ 

Mr. Merzcrr. Not to my knowledge. 

Chairman Parman. Are there any questions ? 

Mr. Sreep. No. 

hela Patman. Would you like to add anything to what you 
said? 

Mr. Merzcer. No. 

Mr. MacInryre. I would like to offer into the record this tabulation. 

Chairman Patman. Without objection that will be done. 

(The tabulation referred to is as follows :) 


Metzger Dairies—Schedule of wholesale price changes, Dallas County 
Pricelist, Nov. 5, 1956 
































| | 
Prices of carton milk 
| (subject to 10 percent discount) 
Date Trend Type | 
} i | 
| \% gal- | Quart | Pint \% pint 
lon | | 
| ih an yivittans, gee 
| (Homogenized._.._. al 
Nov. 7,1955 | Up 2 cents per 4 gallon____.___|{ Pasteurized___.._____ $0.46 | $0. 2324! $0.12 | $0.06% 
| | (Multivitamin. __._..__| 
Mar. 6,1956 | Down 2 cents per % gallon._.__|_______- aeent hana 44 . 224} -- dillnieatate ots 
May 4,1956 | Up 4 cents per 4 gallon__._____j..--.-.2.---...-.-.-..- 48 SOS SEB [LLL 2. 
Nov. 5,1956 | Up 2 cents per 14 gallon_. A aetheees eats . 50 -25%, .13%) .06% 
Mar. 4,1957 | Down 4 cents per 4 gallon_-___- Homogenized - - . _ _- sf . 46 .23%| .12%| .06 
. 1 Pasteurized_ -- —% Z 
Down 2 cents per 4 gallon__._- Multivitamin } 48 . 2414)..-..-- 3 
Mar. 27,1957 | Down 14 cent per pint ..| Homogenized. _- ‘a sity Bos ERB 303 41ks 
Apr. 10,1957 | Down 2 cents per '% gallon... _- :: essere Pi ae ; 44 . 22%)... . 
asteurized _ _. ac ' 
ae ee do..-..----.------------- Adaeteteesia” shail - 6 - 2304} ..---- Sees ote 
Net | 
prices, 
no dis- | 
counts | } 
Noy. 29, 1957 | Down 12 cents per 4 gallon....| Homogenized. .- i SI iin tates th cwttioten ili nlilt initia 
Nov. 30, 1957 | Down 2 cents per % gallon___._|.. ..do.....-.__-._-- . 30 f. Abige be deca 
Down 14 cents per % gallon... terete a - } eee LOL 
Homogenized . - .___-. pL BL Bl dd nbw nad dick 
Dec. 4,1957 | Down 4 cents per 4 gallon... __|{ Pasteurized. .. . 28 | 
Multivitamin i} , Die ea fg G dT esd 
Homogenized_ ..____. (SE: Bh ntadhéndlie Citaniaedotdemale 
Dec. 18, 1957 | Up 6 cents per 4 gallon... ._... Pasteurized__._...._-. 34 | 
Multivitamin. ......_. ) TA TI ir-23731 ily Bie 
Homogeniz7ed...._.__. et OR ook a oases tel 
Dec. 25,1957 | Up 4 cents per % gallon..._....|{Pasteurized. _. : 38 | 
Multivitamin -.___.._- } PT a trer eo PPTL Tee ay 





Chairman Patman. Call your next witness. 
Mr. MacIntyre. Mr. Keith Young. 
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TESTIMONY OF KEITH YOUNG—Resumed 


Mr. MacInvyre. I believe you have been sworn in connection with 
your testimony here yesterday ¢ 

Mr. Youne. Yes, sir. 

Mr. Macinryre. And you heard the testimony here about this 
bottle-cap permit and the nature of it. Do you have something that 
you want to add to that testimony ? 

Mr. Youne. Yes, sir. 

Mr. MacInryrre. Will you proceed / 

Mr. Young. Yes, sir. When we—or when I said yesterday that dur- 
ing the fall of 1956 when we had a contract for getting into the milk 
business, and that that contract was not honored because of a diseus- 
sion, or facts told to me by Mr. Woodman because he was in negotia- 
tion with the Dallas-Fort Worth milk handlers, for a price increase 
that hinged on this whether or not he fulfilled, or was a factor in 
whether or not he fulfilled the contract, then the first on this bottle 
cap that I had heard other than discussions of the progress, that that 
was the factor for not honoring this contract was—the first that I 
heard that was subsequent to this November 3 date that I gave you 
yesterday, it was, in fact, in February when we commenced the suit. 

The history of the bottle cap was that I went to the local health 
authority, asked them for advice in helping to design a cap that would 
meet the requirements. 

Mr. MacIntyre. With whom did you talk ? 

Mr. Youne. Dr. Scholle. We together drew a bottle cap on a piece 
of paper at Dr. Scholle’s desk. 

That piece of paper I furnished the producers’ association and they 
in turn gave it to a bottle-cap manufacturer, to have a photostat made 
for submission to the proper health authorities. 

At that time, when Dr. Scholle conferred with me, he said that he 
had had previous problems so that he had adopted the policy of letting 
the State approve the cap and what they approved was all right with 
him. He said they operated under the same approximate labeling laws 
that he operated under here. 

On September 3 I had the photostat supplied by the bottle cap manu- 
facturer—excuse me, I believe it was September 5—yes, September 5, 
1956, and I took that cap to Austin, and got it approved and have a 
photostat of it with this: 

Cap O. K., September 5, 1956. 

G. H. Evans, 
State Health Department. 

The only communication that I received from the State health de- 
partment concerning that cap, after that date, was a letter with a 
State of Texas letterhead, department of health, Austin, September 5, 
1956. This was mailed to Mr. Keith Young, care of Mr. L. R. Williams, 
North Texas Producers’ Association, Larlingen, Tex. 


Dear Mr. Youne: During your visit here today you submitted labels to be used 
by the Jere Dairy, which is a new organization, for processing milk in Muenster, 
Tex. We have examined the proofs submitted and it is our opinion that they are 
in compliance with State labeling requirements. 
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The Dallas City Health Department is being notified of our comments regard- 
ing the label in question with copies of this letter. And approved proof of the 
‘label is enclosed with their letter. One proof is being retained for our future 
reference. 

Yours very truly, 
J. F. LAKEY, 
Director, Division of Food and Drugs. 

As I say, in reliance on this contract, and in reliance on the progress 
that I was making I moved in, I believe, the 28th of September 1956, 
to Dallas. And as I say, purchased automotive equipment, and so 
forth, to go into business. 

I met or employed Mr. Collie my attorney the first week that I 
moved here to Dallas, 

We reviewed the problems, the details for incorporating the Jere 
Dairy, and we discussed problems. 

Mr. Collie’s initial advice to me was—and this being one of his first 
experiences in the milk inddustry, he said, “Well, what is the status of 
a permit ¢” 

And I said, “Well a permit is used, I believe, when the equipment 
is set up in such and such a manner.” 

So Mr. Collie advised me, said: “Well, we should go see the local 
health department man.” 

And I made an appointment and saw Dr, Scholle on October 5, 1956. 

Mr. MacInryre. That was 1 month after the date of this letter? 

Mr. Youne. One month after the date of this. And discussed the 
progress that we were making to that date. Mr. Collie asked Dr. 
Scholle, among other things, if he were intcres*ed or would like to read 
our contract with the association. Dr. Scholle said, no, he was not 
interested in the contract with the association. 

He asked him if our label was to his satisfaction, and his answer 
was that our label was to his satisfaction at that time. 

So that we had, when we left that meeting, an understanding, or 
Dr. Scholle had told us that if the equipment was placed according to 
the plans that had been shown either him or his subordinates and we 
put milk in a sanitary manner through sanitary equipment according 
to the code, that we would have a permit to do business. 

So that Mr. Collie and I left encouraged. 

Mr. Collie specifically asked Dr. Scholle if there was anything else 
that we needed to do to qualify for this permit. Dr. Scholle’s answer 
was, no, just to notify him when we were ready to bottle milk. 

So, as I said, we left there very much encouraged. 

And as I said previously we heard nothing more about the question 
of the permit until after the lawsuit was filed. And the following 
February which, of course, in the interim between October 5, 1956, 
and February 1957, I had the discussions with Mr. Woodman con- 
cerning our contract and the basis of the negotiation that our contract 
was used as. 

Mr. MacInryre. By that time the contract had been breached or 
canceled ¢ 

Mr. Youne. Yes, sir. 

Mr. MacIntyre. Does that complete your testimony ? 

Mr. Youne. I have some things here on the competitive situation 
that have concerned me all through this price war and concerned me 
deeply in this price war. 
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Before it started, in the week prior to Thanksgiving, why as the 
gentlemen here have testified that Cabell’s offer on gallons of milk 
to customers was 64 cents for a gallon. As I previously testified, our 
price was higher than 64 cents and, therefore, L questioned whether 
that was meeting our competition. 

Then as the price was progressed or disintegrated, and the price 
became lower and lower, and as these gentlemen have testified, that 
is, in order for the glass gallon—in order for them to be sold, an in- 
ducement to the consumer has to be made in passing on, by passing on 
the saving in the glass reusable containers as compared to the paper 
half-gallon containers. 

Every time we changed our price, changed our price only with re- 
gard to the 2 paper half-gallon containers. We tried to maintain a 
differential between giving our customers the margins that they had 
been making, and if they followed the same pricing policies in retail 
pricing that they had been, that first time that we dropped the price, 
and if they maintained their same relative position in respect to our 
wholesale price, they would have priced ane did price, it would nar- 
row that margin between the glass gallon of Jere Dairy milk and 2 
paper half gallons. Where initially it was 11 cents the first drop 
brought it to 6 cents and the minimum drop brought it to 4 cents. 

During this time when we lowered our price the first time and the 
price settled for a day or so, the Cabell glass gallon was once again 
at wholesale price below ours. When it hit its bottom, and I think it 
hit the bottom from the 29th to the 2d of December—the 29th of 
November to the 2d of December, there was some confusion and then 
it stayed at the bottom until approximately the 27th. Again the glass 
gallon sold by Cabell Dairy was below our wholesale price. 

That situation continued during the majority of this price war 
which was started to meet our competition. 

The initial price cut was under ours. Not under our price cut 
but under our price, under our wholesale price. 

So that the question as to whether this was to force ruinous prices 
on the small-gallon operators, the only conclusion we can make was 
that it was, since we were undersold continually during this price 
war, and a loss of business directly to that company. 

As to whether or not we have a place in this market, as I say, 
prior to that time we were making a fair profit. It was the policy— 
we have not given large sums to organizations and so forth—we 
have passed the savings of our operation on to the consumer and we 
feel strongly that we were a part, a contributing part of the dairy 
industry in Dallas, and the Dallas-Fort Worth area. 

Mr. MacIntyre. That is all. 

Chairman Patman. Thank you very kindly. 

Mr. Youne. Thank you. May I submit this photostat of the label? 

Chairman Parman. Yes. 
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(The label referred to is as follows :) 





STATE OF TEXAS, 
DEPARTMENT OF HEALTH, 
Austin, September 5, 1956. 
Mr. KEITH YOUNG, 
North Texas Producers Association, 
Arlington, Tew. 


Deak Mr. Youne: During your visit here today you submitted labels to be 
used by the Jere Dairy which is a new organization for processing milk in 
Muenster, Tex. 

We have examined the proofs submitted, and it is our opinion that they are 
in compliance with State labeling requirements. 

The Dallas City Health Department is being notified of our comments re- 
garding the label in question with a copy of this letter. An approved proof 
of the label is enclosed with their letter. One proof is being retained for our 
future reference. 

Yours very truly, 
J. F. LAKEy, 
Director, Division of Food and Drugs. 

Chairman Parman. Does that conclude the witnesses, Mr. Mac- 
Intyre? ‘ 

Mr. MacIntyre. That concludes the list of witnesses who were noti- 
fied to be here at this hearing. And we expect, of course, for addi- 
tional testimony to be given in Washington later. 

Chairman Parman. We want to thank all of the witnesses for 
their appearances, and for their fine cooperation. 

We also want to thank the other — who have helped us in 
this matter of trying to find out what the facts are. 

We are not ready to announce any conclusions. We will have 
more hearings in Washington on this subject. 

Without objection the committee will stand in recess subject to 
the call of the Chair. 

(Whereupon at 10:55 a. m., Tuesday, December 31, 1957, the 
hearing was adjourned, subject to call of the Chair.) 
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Executive of wholesale grocery company states milk companies uniformly 
follow practice of giving discounts by financing fixtures, signing notes for re- 
tailers, and by giving cash discounts. South Texas Milk Producers Association 
controls the price of raw milk in Houston territory. Borden Co. appears to be 
firmly entrenched in this area, and in most instances, dock prices are not dis- 
counted. On west coast, Arden Farms operate their own grocery company, and 
Foremost owns a chain of supermarkets, through which they sell their own 
products. Carnation and Foremost are reported to be expanding their outlets 
in Houston area, and Foremost may distribute their own canned milk line here. 
Jarnation spent $50,000 for fixtures for Randall's Store No. 3, Pasadena, Tex., 
and also financed fixtures for Belden’s Store, Bellaire. Executive of Morris 
Sewall, wholesale grocery company, refused to confirm fact that Carnation has 
granted these discounts. R. C. Evans, a Carnation employee, has a large in- 
dividual checking account at National Bank of Commerce, Houston, from which 
he issues numerous checks each month, payable to retail grocers in Houston. 
Owner of retail store exhibited a check for $26.35 given by R. C. Evans for 
such discount. Owner of Randall’s Stores confirmed fact that Carnation has 
financed fixtures in his stores, and states Carnation pays for signs and other 
advertising matter. Foremost gives 7 percent discount to Minimax Food Liner, 
and has financed outdoor advertising signs. Numerous retail stores and res- 
aurants have furnished prices they pay for milk and volume purchased each 
week. 

On October 13, 1955, Mr. Newton Gresham, a partner in the law firm of Ful- 
bright, Crooker, Freeman, Bates & Jaworski, Houston, Tex., requested that 
representatives of General Research Co. meet with him to discuss matters per- 
taining to a milk survey to be conducted in the Houston, Corpus Christi, and 
Rio Grande Valley territories. Mr. William H. Storey and Mr. George L. Kroll 
met with Mr. Lorimer Brown and with Mr. Gresham, at the offices of Fulbright, 
Jrooker, Freeman, Bates & Jaworski, and it was then agreed that a survey 
would be conducted immediately in the Houston territory, to determine the 
distribution practices followed by the Borden Co., the Carnation Co., and the 
Foremost Dairy, who have distribution outlets in the Houston and Corpus 
Christi areas. 
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It was agreed that wholesale grocers, retail grocers, and cafe and restaurant 
owners would be contacted, and would be asked questions pertaining to the 
sale of homogenized milk. It was agreed that no inquiry should be made con- 
cerning the handling of other dairy products, in order that the survey might be 
concluded at the earliest possible time. Therefore, questions pertaining to ice 
cream, cheese, buttermilk, butter, and other similar dairy products, were omit- 
ted, and the information secured in this'survey only pertains to the handling 
of pasteurized and homogenized milk. 

Mr. Brown suggested that after the purpose of the investigation had been ex- 
plained to the person being interviewed, that the following specific questions 
be asked, where applicable to his business: 

1. How much do you pay for homogenized milk in paper carton containers? 
If the retailer owns or operates a restaurant and sells the milk from a dispenser, 
then determine the price in gallon lots. 

2. Determine if the retailer is affiliated with a chain of grocery stores or 
restaurants. If so, does this affiliation afford the retailer a discount? 

3. Determine the monthly volume of milk sold to this retailer. 

4. If the retailer uses a milk dispenser, determine whether or not the company 
has financed the purchase of this milk dispenser, and, if so, under what terms. 

5. Are discounts given the retailer through advertising, or any other means? 
It is possible that the discount may be given the retailer for purchasing the 
milk for cash, or the retailer may be given credit for the fictitious return of 
spoiled products. 

It will be noted that Mr. Brown and Mr. Gresham advised that the basic pur- 
pose of the Houston inquiry was to place the three major companies on notice 
that a detailed and vigorous investigation was about to be conducted in the 
Corpus Christi area, with the hope that such information might deter their con- 
tinued execution of unfair competitive practices in the Corpus Christi area. 

Mr. Gresham prepared letters introducing representatives of General Research 
Co. to persons to be interviewed, in which letter he requested that cooperation be 
afforded such representatives in conducting this survey. These letters have been 
presented to each of the persons so interviewed in this investigation. 


INFORMATION OBTAINED FROM REPRESENTATIVES OF WHOLESALE GROCERS 


Wholesale grocery company No. 1 

On October 17, 1955, an executive officer of one of the large wholesale grocery 
companies in Houston advised that he would furnish information relating to 
practices followed by the milk companies and the retail grocers in Houston, pro- 
vided such information furnished by him be kept confidential, and that his 
identity not be disclosed. 

He began the conversation by stating that all of the larger milk companies 
give allowances to retail grocers in various forms. One of the most common 
allowances is given through advertising. The milk company who desires a large 
part of the business of a particular retail grocer will pay for advertising in the 
name of the retail grocer, by crediting his account directly, or through the 
wholesale grocer who supplies groceries to the retailer. In many instances, 
the wholesale grocer maintains the records of the retailer. The books are 
actually kept by the wholesaler, and copies of statements are maintained in both 
offices. In that way, the wholesaler will know the exact financial condition of 
such retailer at all times. This is done because the wholesaler has in the past 
furnished capital to keep the retailer in business. The wholesaler will either 
buy the fixtures and supply the retailer with the inventory of groceries, or will 
be a cosigner on notes evidencing the fact that the retailer has borrowed money 
for his business. This is a common practice among practically all wholesale 
grocery concerns in the Houston area. 

For example, Super-Valu Stores are controlled by Morris Sewall & Co. Mini- 
max Stores are controlled by the Schuhmacher Co. These are just two examples 
of the way the wholesaler maintains control over retail outlets. Large amounts 
of money are being paid by milk companies through advertising allowances, and 
by financing equipment used by the retailers in setting them up in business. 

This executive further stated that a number of the retail stores have been 
receiving discounts amounting to an average of 7 or 8 percent on the delivered 
price of milk. It is no secret that stores having a large volume receive discounts 
in prices, just as other businesses give discounts for large volume. He said 
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that milk prices at the dock are uniform, but that an adjustment is probably 
made thereafter, by giving the retailer benefits, either through cash discount, 
advertising, or financial assistance of some kind. 

The question of the price of raw milk was then discussed. He said that the 
South Texas Producers Association in Houston is very strong, and that this 
group actually fixes the price of raw milk, which is observed by practically all 
producers in the Houston area. ‘Therefore, the price of raw milk is quite stable, 
and the milk companies usually pay the same amount to the various milk pro: 
ducers. 

This executive then related that some years ago Borden Co. was faced with 
a strike by drivers of Borden Co. trucks. The company did not Submit to the 
demands of the distributors, and they finally advised the union that they were 
not going to deliver milk to the retailers, and that the retailers would have to 
pick up the milk at the dock. This was a temporary setback for Borden Co., 
and after a while, the company began selling or leasing the company-owned trucks 
to various persons, who would pick up the miik at the dock and deliver it to 
the retailer, and would gain by charging them the delivery cost. Borden’s had 
nothing to do with the delivery of milk in this way. ‘This plan proved very satis- 
factory, because the lessee, or the person who purchased the truck from the 
Borden Co., would actually act as a salesman for Borden. Their position in 
the Houston territory was strongly entrenched, and since the middle of the 
thirties, they have been a very strong competitor in Houston. This executive 
believes that in most retail outlets there is a greater demand for Borden milk 
than any other. 

He further related that the stores affiliated with the wholesale company that 
he represents pay an average of 8 cents per case to various drivers to have the 
milk delivered at the retail stores. It is his understanding that Borden’s dock 
price is uniform, and in most instances, retailers are not given a discount. It 
should be noted that subsequent interviews with persons whose names will be 
hereinatfer mentioned substantiated this contention. 

This executive said that ice-cream companies have followed the practice of 
moving their own cabinets into retail stores, and allowing retail grocers to use 
the cabinets without charging them anything, or without causing them to pur- 
chase the cabinets. So far as cooling cabinets for milk are concerned, his com- 
pany has had to finance the purchase of fixtures for its affiliated retail stores, 
and in some instances one of the Big Three milk companies has taken up this 
paper. He pointed out the fact that, should this information get back to any 1 
or all of the 3 milk companies, his wholesale grocery company and the re- 
tailers would suffer thereby, for obvious reasons. He, therefore, requested that 
the names of the retailers be kept confidential; however, the monthly volume 
of the retailers affiliated with this wholesale grocer will be set forth hereinafter, 
designated as “Stores A, B,”’ etc. 

He further went on to say that within the past 2 weeks he found out that 
Arden Farms, on the west coast, now operate their own wholesale grocery out- 
lets, and thereby control the retail outlets affiliated with the wholesale grocery 
company. Foremost actually owned their own supermarkets on the west coast, 
and he is of the opinion that Foremost will probably come into the Houston 
territory and operate under similar conditions. He said that Foremost and 
Carnation have a large expansion program which they are carrying out at 
the present time, and that they are furnishing large amounts of capital to 
retail outlets, either directly or through wholesale outlets, to maintain their 
position. Borden, apparently, is in a better competitive position than the other 
two, because the Borden Co. is not as aggressive in giving these advantages, 
because they do not have to. 

We was then asked to name specific stores where one of the Big Three has 
furnished money for the fixtures. He said that Belden’s, 3851 Bellaire, a new 
store in a new residential district, now operates with capital furnished by 
Carnation. Similarly, Carnation has either financed or has been a cosigner on 
notes for money furnished to the owner of Randall’s Stores No. 2 and No. 3, 
which operate in the Pasadena area. Information relating to these stores 
will be set forth hereinafter. 
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This executive then furnished information concerning milk sold to the fol- 
lowing stores for the week ending October 8, 1955, viz: 


Ms BT iin katate at sath ant thind dp ctebhedahonth beds ue dillinbecsdinonip bh odink lee ham ene $427, 99 
ROO ON ii vaste: tesa ik aks edin ei panne decitabine ainhio min eet 767. 83 
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MNS Aine tld Jae lk ls ci ca a, ta sitectvtadil Ses 710. 97 
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Lucky Seven Stores 

Mr. Dave Laufman, the originator of the idea of stores banding together in 
order to cut down on advertising cost, and the founder of the Lucky Seven 
Stores, who owns and operates the grocery store located at 4401 Harrisburg 
Boulevard, and who has been known to the investigator for 30 years, advised 
that a number of years ago he decided to discontinue the purchase and ultimate 
sale of Borden’s milk, because of the extremely independent attitude of Bor- 
den officials. He stated that he operated his store for a period of approximately 
2% years in this manner, and that he was forced to again sell Borden’s milk, 
due to the fact that Borden’s maintained such a constant and active advertis- 
ing campaign that his regular customers complained that he did not have 
Borden’s milk for sale. 

Mr. Laufman advised that in the canned milk department the same sort of 
condition exists, in that a grocer must offer Carnation and Pet milk for sale, 
due to the national advertising campaigns of each company, and due to the 
fact that many doctors recommend Carnation canned milk, and that mothers 
will not take a substitute. 

Mr. Laufman stated that Bordens, due to its extensive advertising campaign, 
and due to the fact that it is one of the first major milk companies in Houston, 
is in a position to demand the wholesale price, and not have to offer discounts 
and other special benefits along advertising lines... He states that Carnation 
Milk Co., in an effort to get a foothold in the Houston area, has been extremely 
active in assisting in advertising campaigns of the individual stores, and will 
go along with-any advertising program designed to bring in new trade for the 
local grocer, and that one of their pet projects is to suggest that a store owner 
give a pint of ice cream with the purchase of a quart of ice cream. 

He states that Carnation will also pay for the cost of advertising on handbills, 
and will not always demand that their product be mentioned on the handbill. 

Mr. Laufman stated also that he receives checks through the mail from an 
individual named R. C. Evans, which are in the form of a discount on the pur- 
chase of Carnation fluid milk. 

Mr. Laufman then reached into his billfold and exhibited a check to the 
investigator, on the check form of the National Bank of Commerce, Houston, 
Tex., numbered 1082, to Dave’s Food Market, in the amount of $26.35, and signed 
“R. C. Evans”. Mr. Laufman pointed out: “You can see that there is nothing 
on the check to identify it as coming from Carnation Milk Co., and I never have 
computed the exact percentage of the bill, because I receive these checks with 
such regularity, but I believe that at one time our bookkeeper told me that it 
amounted to roughly 6 percent.” Mr. Laufman stated that he is not acquainted 
with R. C. Evans, and that the principal reason that he handles Carnation milk 
is that he serves a neighborhood of industrial workers, who are labor union 
conscious, and that Carnation Milk Co. is the only major milk company in Houston 
which is 100 percent union. He states that shortly before he placed Carnation 
products on his shelves that many of his customers, both men and women, had 
complained to him that they refused to buy milk manufactured by nonunion 
companies, and that in each instance they would mention that if he did not put 
Carnation milk on the shelves, they were going to cancel their charge accounts 
and trade elsewhere. 

Mr. Laufman stated that he has been extremely active in the Grocers Associa- 
tion of Houston for many, many years, and that he had heard a grocer named 
Butera boast at the meetings that he was receiving special benefits and discounts 
from the Borden Milk Co. Mr. Laufman stated that they caused a check to be 
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made, and that if Butera was, in fact, receiving any special benefits and dis- 
counts, it was an under-the-table deal, which Borden vigorously denied. 

Mr. Laufman stated that it is rather common knowledge that Carnation will 
help finance a store, and that financing of the store places the store owner under 
no obligation whatever, in the way of a written contract, ete., but that there is a 
oe moral obligation on the part of the store owner to feature Carnation 
products. 

Mr. Laufman stated that he understands that Blocker Martin, owner of the 
new Randall's Super-Valu in Pasadena received from $35,000 to $50,000 as a loan 
from Carnation. Mr. Laufman stated that he understands further that there 
were no strings on how Martin was to spend the money, and that it is his under- 
standing that it could be spent for paint, light fixtures, furniture, stock, ete. 

Mr. Laufman stated that if he can be of assistance to the investigator in the 
future in running down the identity of the individuals who might issue discount 
checks, he would be happy to do so. 

The records of the National Bank of Commerce, Houston, Tex., will show that 
R. C. Evans has a commercial account which is very active. Large amounts of 
money, such as five, ten and fifteen thousand dollars, are deposited in this account 
from time to time. The account will show that numerous checks are issued each 
month to numerous grocery stores in the Houston trade territory. 

The 1954 Houston City Directory shows that Robert C. Evans is a salesman for 
Carnation Milk Co., and resides at 112 Whipple Drive, Houston, Tex. 

Morris Sewall & Co., Inc. 

Mr. Jerome Maze, an executive with Morris Sewall & Co., Inc., 408 MeCall Street, 
Houston, Tex., was interviewed, and the purpose explained to him. Mr. Maze 
said that he was extremely surprised to know that such a survey was being con- 
ducted in Houston, because it was obvious to him that this survey was being 
conducted at the request of a milk producing company, and that if this were the 
case, that such company undoubtedly had the information being sought, or is in 
a position to obtain this information without difficulty. He said that if the elient 
of General Research Co. and Fulbright, Crooker, Freeman, Bates & Jaworski is a 
milk company, then such milk company would know the practices being followed. 
He said that it was detrimental to the interests of Morris Sewall to furnish any 
specific information concerning these practices, and that the representative of 
General Research Co. would not be afforded this information for that reason. 

Mr. Maze was then asked if Carnation Milk Co. has furnished either capital or 
furniture and fixtures to any of the Super-Valu stores. Mr. Maze refused to 
answer this question, and said that if the writer had propounded these questions 
to other executives of Morris Sewall that, the writer would probably be asked 
to leave the office and told that this information is not available. He said that he 
did not understand why this survey was being conducted, and he began to surmise 
by asking whether or not any action is contemplated in court to prevent such 
practices. Mr. Maze asked the name of the client requesting this investigation, 
and was told that this information was not available. 


Alexander-Spaulding Co. 


It was determined through a confidential source of information that Alexander- 
Spaulding Co. has completed negotiations with the Foremost Milk Co. to repre- 
sent Foremost Milk Co. in the canned milk division, in the entire Houston area, 
starting in approximately 45 days. 

Mr. Hugh Alexander, a partner of Alexander-Spaulding Co., Union National 
Bank Building, advised that his company represented Borden in the canned milk 
division for many years, and until approximately 7 years ago. He stated that 
while his company was representing Bordens, his salesmen found that they had 
“no latitude whatever” in offering stores special benefits or discounts, in order to 
get the stores to feature 'Borden’s milk. He further stated that the Borden Co. 
got a tremendous start in Houston, in that Borden is a carryover of the old Texas 
Creamery Co. which featured Morning Glory products, 

Mr. Alexander pointed out that Borden is extremely independent in their 
attitude and business dealings, and does not have to offer good discounts in;the 
fluid-milk line, because of the vast amount of advertising carried on locally. 
Mr. Alexander stated that the best sellers in the canned milk line are Carnation 
and Pet. He hinted that Foremost, a California concern, was contemplating com- 
ing into the local market on a canned milk line basis. 

Realizing that Mr. Alexander will soon represent Foremost in the Housten.area, 
and would necessarily have the Foremost interest at heart, he. was advised that 
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the Houston investigation or survey was more or less in the form of an orientation 
program for an extensive investigation in the Corpus Christi area, and that the 
investigation would necessarily deal with the three major milk companies in that 
area, namely, Borden, Carnation, and Foremost. 

Mr. Alexander seemed to generate much enthusiasm after hearing this remark, 
and stated that if General Research Co. intends to make an investigation in the 
Corpus Christi area, and if the investigation is to be successful, there must be 
some way to reach Mr. H. E. Butt, owner of the H. E. B. Food Stores, because 
this is the controlling grocery interest in the Corpus Christi area. He said that 
it might be of interest and assistance to General Research to know that Mr. 
Butt is extremely active in Baptist Church circles and activities, and for that 
reason has never permitted wine or beer to be sold in his stores, and that anyone 
knowing anything about the grocery business generally will know that he is 
taking a terrific beating in his pocketbook, and must be sincere concerning his 
religious beliefs. Mr. Alexander also stated that Mr. Butt’s son, Howard, is an 
evangelist who travels over the entire world preaching. 


INFORMATION OBTAINED FROM RETAIL GROCERS 


Randall's food stores 


Mr. Blocker O. Martin, owner of Randall’s Super-Valu Stores, 7528 South 
Park, 4540 Griggs Road, Houston, and Pasadena, Tex., stated that when he 
opened his store at 7528 South Park Boulevard, he had just fallen out with an 
official of Borden’s Milk Co. because the official was “too damned independent,” 
and that he, Martin, was determined to exclude Borden’s milk from the new 
store. He stated that he handled Carnation exclusively, and that a number of 
grocers said that it could not be done successfully. He said that everybody who 
came to the store purchased Carnation milk and other Carnation products, and 
that everything was running smoothly for 2 or 3 weeks, and that suddenly a 
number of people began to return Carnation milk, stating that it was sour, etc. 

He stated at the time he made a test by placing a half-gallon carton of Bor- 
den’s milk and a half gallon of Carnation in the storage vault, and checked them 
28 days later, and both were fresh. He then realized that he was a victim of 
a program which caused the return of many, many cartons of Carnation milk. 
He stated that he continued to use only Carnation, but finally had to purchase 
Borden’s milk, because so many customers were demanding that he carry it. 

He stated that in the new store in Pasadena he causes Borden’s milk to be 
picked up at the dock, and that he makes 10 percent on the sale of this milk, 
but that after figuring the expense involved in picking up the milk at the dock, 
he feels his store is realizing roughly 3 percent net profit. He states that Car- 
nation delivers its milk and products to the Pasadena store, and that he receives 
checks to cover 7 percent profit. He states that he therefore feels that he is 
making 7 percent clear profit on Carnation milk, while only 3 percent on Borden’s 
milk, but realizes that he has to carry Borden’s. 

He stated that Carnation Milk Co. lent him $50,000 on the Pasadena store, by 
being the cosigner on a note at the bank. When asked what security he had to 
offer, he stated that certainly they cannot take the store should he default, 
without taking legal action. He states that he has 5 years in which to pay 
the $50,000 loan. He states that he displays Carnation on a ratio of ap- 
proximately 4 to 1 in space over Borden’s, and then checked his records and 
found that Borden’s still outsells Carnation to a slight degree. He states 
that many customers tell him that Borden’s milk is of better quality, and that 
he is certain they have gained this opinion through the television advertising 
by the Borden Milk Co. He states that he has learned that Foremost will not 
sell at all, if on the same shelf with Borden’s and Carnation. 

Mr. Martin further advised that Carnation Milk Co. will go along with any 
type of sales program which the local grocer might desire, and that they are 
continuously suggesting that free Carnation ice cream be given with the pur- 
chases of other Carnation products. He further states that Carnation will also 
pay for signs, ete., along the same lines that Coca-Cola Bottling Co. will. 

Mr. Martin stated that he is not fully aware of the purpose of this investiga- 
tion, but volunteered the information that in the event it was to be used as 
assistance to a new company coming into the area, that he would have this 
to offer; namely, that any new milk company going into any area should con- 
sider the financing, either completely or on a partial basis, of a new store. He 
states that he feels that Carnation Milk Co. is making tremendous progress 
over Borden’s during the last few years, but is unfortunate in the fact that it 
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came into the Houston area much later than Borden Milk Co. He states that he 
feels that a new milk company should exact a promise from a store owner to 
carry, on an exclusive basis, the certain brand of milk, for the financial assist- 
ance given the grocer in signing a note at a bank. He said that although the 
grocer could still feature other milk, he did not believe that many grocers would 
do so, after promising to handle a certain brand of milk for a period of 1 year. 
He said that this is especially helpful to any milk company in a new neigh- 
borhood, because many people, once they start buying a certain product, will, 
many times, like it, and continue, and if there is the one brand only to purchase 
in a store, they will many times not go elsewhere for milk products. 

Mr. Martin stated that as far as he is concerned, he does not feel that the 
financing of stores on the part of Carnation Milk Co, is a secret, and that it is 
his opinion that they will do it for anyone who is in a position to pay off an 
obligation to a bank. 


Minimag Food Liner 


Mr. William P. Love, proprietor of the Minimax Food Liner Supermarket, 
5321 West Alabama, advised that he carries 15 percent of his stock of milk 
from the Foremost Dairies, and the remainder from the Borden Milk Co. He 
stated that this was due to the demands of his patrons, and that he was only 
induced to place the Foremost line in his store by their offer to him of a 7 
percent discount and delivery services. He advised that they further accom- 
modated him by contributing to his advertising costs, and by endorsing his 
note which he signed to obtain the construction of his principal outdoor sign. 
He said that the Foremost people had not furnished any other equipment in his 
establishment, with the exception of the ice-cream freezer, which was general 
trade practice in the ice-cream companies. 

Concerning his relationships with the Borden Co., Love advised that he was 
unable to obtain any concessions whatsoever, and was required to pay the dock 
price immediately upon delivery of the milk into his truck. He said that if he 
is unable to predetermine the exact amount of the charge for his order, it is 
necessary for him to send a blank check with his driver, who permits the dock 
superintendent to compute the cost of the order and fill in the check on the spot. 
In this regard, Love advised that Foremost permitted him 30 days’ credit on 
their invoices. He stated that he purchased approximately $1,000 worth of 
milk products per week, but that he was unable to break down this figure to 
account for the paper cartons of homogenized milk alone. 

The invoices produced by Love indicated that the Borden Co. paper half-gallons 
were billed to him at 41.20 cents; and glass at 39.20 cents while Foremost bills 
reveal a charge on homogenized paper carton half-gallons at 44.5 cents, less 7 
percent discount, less 1 cent per unit discount, which he advised was allowed 
by the driver on a personal basis, in an effort to maintain volume in his route. 

Love advised that he was under the impression that Foremost allowed the 
Henke-Pillot chain a 10 percent discount, in view of their agreement to feature 
Foremost products on an equal basis with Borden’s. He stated that he had 
tried to get the discount allowed him to be raised, and had been told that it 
would be raised, as soon as he removed the Borden products from his store. 


Dott’s Food Market 


Dott’s Food Market, 1716 Peden Street, is a small grocery store, operated by 
a man and his wife of Chinese descent. The Dotts have operated this grocery 
store since 1944 at this location. The business has a small volume, which de- 
pends upon the local community for its support. 

Mrs. Dott said that they formerly handled milk from the Sanitary Dairy, and 
sold the same at a competitive price with Borden’s. ‘ Due to the insufficient 
demand, Sanitary suggested that Dott sell the half-gallon paper cartons at 
1 cent below the market price, which suggestion was followed. Sanitary then 
reimbursed Dott for this discount. Even at a discount, the Sanitary milk did 
not sell well, and they finally discontinued the sale altogether. The only milk 
they handle at the present time is Borden's. 

A delivery man driving a Borden truck delivers the milk to Dott’s. They pay 
22%4 cents for a quart of homogenized milk in a paper container, which they sell 
for 25 cents. They pay 44 cents for a half-gallon, which they sell for 46 cents. 
They buy about $30 a day and $45 on Saturday, making a total of approximately 
$200 a week. They have no trouble with spoilage, and the Borden people readily 
exchange any spoiled milk that they have left on hand. 
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Mrs. Dott said that when they first went into business, Borden helped them 
buy the cold-storage cabinet for milk, and they paid Bordens $10 a month, until 
the entire sum was paid. This cabinet was financed by Borden. They have no 
eabinets at the present time which are being financed by any milk company. 
They have an ice cream cabinet which is placed in their store by Camellia for 
their use, and they do not have to pay any rent for the same. 


Florian’s Minimax 


Mr. Edward P. Florian, owner of this store, at 1019 Westheimer, was for- 
merly employed by Henke’s for 8 years as a store supervisor. As such, he 
visited various Henke stores, suggesting improved methods of retailing, etc. He 
has operated the present store for about a year, and immediately prior thereto, 
he worked for Henke’s. Mr. Florian then related the information concerning 
Borden’s difficulty which the company had with the truckdrivers’ union, This 
information has been previously set forth in this report. 

Mr. Florian said that due to Borden’s extremely strong position in their field, 
they have not had to grant many favors in recent years for the purpose of 
getting business. He pointed out that because of the demand, he handles Bor- 
den’s milk exclusively. He found that many more housewives demand Borden’s 
milk than any other kind of miik. Recently, however, Carnation has begun an 
intensive drive to secure further business. He has been approached to handle 
Carnation milk during the past month, and he is now attempting to negotiate 
with the Carnation Co., so that he can carry Carnation milk on his shelves and 
sell the same at a profit. He does not know what offer Carnation will make to 
him to carry the Carnation line, but believes that he can secure a discount in 
some manner, if he agrees to handie the milk. If he does handle the Carnation 
milk, he will carry at least four times the amount of Borden’s milk. 

Florian buys a paper quart of homogenized milk at the dock for 20.60 cents, 
which is sold for 25 cents. He buys a half gallon for 41.20 cents, which is the 
dock price. He pays a delivery man 8 cents a case for delivering the milk to 
his store, which means that he pays 1 cent for each half-gallon carton as deliv- 
ery cost. There are 20 quarts in a case, and, therefore, he has to pay 0.4 cent 
delivery cost for each quart of homogenized milk in a paper container. Due to 
the fact that each case contains only 6 half-gallon bottles, and for the reason 
that breakage of glass bottles is extremely high, he is trying to get away from 
handling milk in glass containers altogether. The trend is to discontinue the 
use of glass containers. 

Mr. Florian has a brother, Charley Florian, who owns and operates the 
Florian Minimax Stores at 2902 North Shepherd and at 1222 West 43d Street. 
He said that his brother pays the same price for milk as he pays. His brother 
is president of the Houston Retail Grocers Association, and has had considerable 
experience in the retail field. 


Florian’s Minimagr Nos. 1 and 2 


Mr. Charley Florian is the owner of Florian’s Minimax No. 1, at 1222 West 
43d Street, and Florian’s Minimax No. 2, at 2902 North Shepherd, and is the 
president of the Houston Retail Grocers Association. He stated that he owns 
his own store, but that he receives assistance from the Schuhmacher Co., which 
has helped him in many ways in getting started. 

He was first asked to give the volume of milk purchases each week, and said 
that he pays about $1,500 a week for milk alone. He has a man who picks up 
the milk at Borden’s dock, and he pays this man 8 cents a case. The only milk 
that he handles is Borden’s, because he has found that this is the best seller, and 
the easiest company to get along with. He admits that the Borden Co. has given 
him assistance in advertising, which assistance comes through the Schuhmacher 
Co. He would not explain the exact details of how these negotiations are han- 
dled, and referred the writer to the Schuhmacher Co. He said that in many 
eases, the wholesale grocery company finances fixtures, which was true in his 
ease. He would not say the extent to which the Schuhmacher Co. finances the 
fixtures. He said that it is obvious to everyone that a milk company has to meet 
eompetition by giving away advertising, furnishing capital to retailers, and giv- 
ing discounts in other ways, because the competition requires the same. So far 
as volume is concerned, he does not believe that Weingarten’s and Henke’s can 
buy milk any cheaper at the Borden dock than he can, but added that he has no 
way of knowing this to be true. 
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Piggly Wiggly Store No. 1 

W. G. Stanley, manager of the Piggly Wiggly Store No. 1, 6612 Main Street, 
advised that his store belonged to a chain of stores operated by the Texas Servall 
Corp., which operates six stores altogether in the Houston area. He stated that 
all six of these stores feature only Borden milk and dairy products, with the ex- 
ception of Carnation cottage cheese. He advised that the buying was done cen- 
trally for all six stores, but that he controlled his own milk orders, sending a 
leased truck to pick up the milk load each day. He stated that his store does an 
extremely poor milk business, but is located in a neighborhood occupied mostly by 
hospitals and an educational institution. He stated that he believes his milk 
business does not exceed $300 per week. He stated that to his knowledge no con- 
cessions have been made to his company to obtain the Borden product as an ex- 
clusive item. He advised that his company policy was dictated purely by Bor- 
den’s attention to service, and their ready acceptance of spoiled merchandise, 
with an appropriate adjustment of accounts. 

According to Stanley, the Borden Co. has only furnished his store with icebox 
facilities for the Borden ice-cream products. 

Pik-N-Pay 

Mr. H. F. Warden, Pik-N-Pay, 2531 Rice Boulevard, advised that he is the 
sole proprietor of this establishment, which features off-hour service from 7 in 
the morning until 11 at night. He said that he handles Borden and Carnation 
products in approximately equal proportion, and that his volume does not exceed 
$200 per week. 

He advised that he has received no offers of concessions from either company, 
or from Foremost, in an effort to alter his buying pattern. He stated that he 
pays a premium to a Borden route driver, who is an independent contractor, and 
who calls on his establishment twice a week to service his milk storage. He 
advised that he is in a peculiar position to pay a premium for having his milk 
delievered, inasmuch as he charges 5 cents per quart above market prices, due 
to the fact that he furnishes off-hour service. 

Seven-Eleven Stores 

The Houston telephone directory shows that offices of the Seven-Eleven Stores 
are located at 6119 Edlow, and that there are 21 stores which comprise this chain. 

Mr. William Rice, manager of the Seven-Eleven Store, 1302 North Shepherd 
Drive, Houston, Tex., said that he has been with the Seven-Eleven Stores for 
3 years, and that when he was manager of one of the other stores, he handled only 
Carnation milk. He bought half-gallon paper containers of homogenized milk 
for 44 cents and sold the same for 50 cents. He seldom bought quart containers, 
and did not recall the price that he paid for a quart of homogenized milk. About 
4 weeks ago, Seven-Eleven Stores put in their own line of milk, called Oak 
Farms. He refused to furnish the price of the Oak Farms milk, and suggested 
that this information be secured from the central office. 

When he was buying Carnation milk, his bill averaged $275 a week, and he 
received no discounts at all from Carnation Milk Co. 


INFORMATION OBTAINED FROM RESTAURANTS 
L. & C. Cafeteria 

Mr. John L. Lewis, one of the owners of the L. & C. Cafeteria, 820 Main Street, 
advised a representative of General Research Co. that Mr. Tucker, the operating 
manager, would furnish information concerning the amount of milk used by 
the cafeteria each week.. He said that they have always used Borden’s milk, 
since the time they opened, which was in 1951. At the present time they pay 
78 cents a gallon for pasteurized milk, and use from 300 to 325 gallons each week. 
They use Morrison dispensers, which the L. & ©. Cafeteria purchased and owns. 
They use other Borden products, such as cottage cheese, butter. and buttermilk. 
They are given no discounts, and they have not asked for any. When they 
opened, they submitted their needs to the large milk companies in Houston, 
and their contract was let to the Borden Co. because they were the lowest bidder. 
Recently, a representative of Foremost contacted Mr. Tucker to secure informa- 
tion as to how much milk L. & C. Cafeteria uses at the present time, but Foremost 
has not submitted a bid for this business. Both Mr. Lewis and Mr. Tucker said 
that they are satisfied with the way Borden handles this account. 











140 PRICE DISCRIMINATION IN DAIRY PRODUCTS 


John’s Restaurant 


Mr. John Butos, manager of John’s Restaurant, 9850 South Main, said that he: 
has had a contract with Sanitary Dairy, who has supplied milk since the time that 
John’s opened, which was approximately 2 years ago. He pays 6% cents for 
homogenized milk in a half-pint container, and 44144 cents for homogenized milk 
in half-gallon paper containers. He said that Borden has been trying to get his 
business, and has contacted him on several occasions, but that he told them that 
the Sanitary people are “fine people td do business with,” and therefore he has 
not taken on any other line of milk. Sanitary delivers the milk’at this restaurant. 


Stewart's Grill 


Sonny Stewart, Stewart's, South Main and O. §S. T., said that he has done 
business with Sanitary for the past 11 years, and handles Sanitary milk exclu- 
sively. His milk bill amounts to between $200 and $300 each week. He likewise 
pays 6% cents for the half-pint container, and 46% cents for half gallons. Sani- 
tary has not offered any discount or any concessions. 


Bill Williams Restaurant 


Walter R. Roberts, general manager, Bill Williams, 6515 Main, said Bill Wil- 
liams has done business with the Lone Star Creamery for a number of years, 
because it is a local company. Williams buys about 3,000 half-pints of homog- 
enized milk each week. They pay 6 cents for half pints, and 53 cents for half- 
and-half quarts, all delivered. He does not pick up any milk at the dock, but 
believes that the half pints sell for 4% cents at the dock. Recently, other milk 
companies have offered discounts to get their business, but Bill Williams has not 
seen fit to change this account, because he prefers to do business with a locab 
company, and also, the discounts were only very small and slightly below the 6 
cents paid for half pints. 


Kaphan’s Restaurant 

Mr. Petkas, owner of Kaphan’s, 7900 Main, said that he has done business with 
Sanitary Dairy for the past 15 years, and does not intend to change his contract. 
His milk bill averages $120 a week. He pays 614 cents for half pints, and 56 cents 
for half-and-half quarts. Sometimes they buy straight cream from Foremost, but 
he is not able to give the price of this cream. 


Luby’s Cafeteria 

Mr. D. J. Ashworth, general manager, Luby’s, River Oaks Shopping Center, 
stated that when Luby’s opened 4 years ago, they had bids from Foremost, Carna- 
tion, and Sanitary, and one other company whose name he cannot now recall. 
They signed a contract with Sanitary at that time, because they submitted the 
lowest bid. Borden did not submit a bid, because they were not interested in 
making delivery of the milk to the cafeteria. The price of milk varies from time 
to time, but they are now paying 411% cents for a half gallon of milk. The half- 
pint containers cost 614 cents. 

Recently, Borden has tried to negotiate a new contract, but due to the terms 
submitted by Borden, they have not been successful. No benefits or discounts have 
been offered by the Borden Co., or by any of the other big milk producers, for this 
business. 

Edgewood Grill 

Mr, Jack K. Rollo, owner, Edgewood Grill, 7504 South Park Boulevard, advised 
that when he opened his grill, approximately 1 year ago, he obtained prices on 
dairy products from several of the milk companies, and found that Sanitary 
offered the best deal. He states that he pays the following prices for milk 
products: 


Homogenized milk, 25-gallon cans, for each 5 gallons_______-_________ $4. 50 
ii I SUI Td hed Lelie hich tieemdbiciibelasicssats lsd aebllencbabebchtbed . 45 
Cr RAN te WENO ek i ia et kale . 06 
RIND eh i chil i leider alah bid deed oblbcbinb bliin thiol - 20% 
RenGennnt) GRR ae gil) vee eld tel . 54 
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Mr. Rollo stated that at the time he opened his cafe, Sanitary placed a milk 
dispenser in his cafe on time payment, and that the price of this dispenser ran 
slightly over $300, which has now been fully paid by Edgewood Grill. He stated 
that Sanitary offered to take part in several advertising campaigns, but that 
he has never used their services along this line. He states that among the 
restaurant people he contacted, he found that Sanitary was the best dairy to 
do business with, inasmuch as they are catering to restaurant trade, and are 
more punctual on deliveries than any other dairy. 


Shamrock Hotel 


Mr. E. D. Buchanan, purchasing agent for the Shamrock-Hilton Corp., 
McCarthy Center, advised that all of the hotel’s dairy-product needs were sub- 
mitted to the four major companies in Houston, with invitations to bid thereon. 
He stated that the company policy was to split the orders for these products 
between the two lowest bidders. At the present time, he said that the companies 
furnishing the dairy products to the hotel are the Foremost and the Sanitary 
Dairies. He said that no inducements or concessions were made to the hotel to 
obtain these accounts, and that no equipment was provided to them, or special 
discounts rendered. He declined to quote the prices paid by the hotel for their 
dairy products, pointing out that he felt that if he were getting a special price 
from these companies, that revelation of this information would result in the 
canceling of his discounts. He said that the invoices on the milk as delivered 
were issued in blank, and the hotel staff calculated the money due on each 
delivery. 

Ship Ahoy Restaurant 

Spiro Pomonis, partner and general manager of the Ship Ahoy Restaurant, 
6638 South Main, advised that he had dealt with Phenix Dairy for 20 years, until 
it was taken over by the Foremost Co. He said that the quality had deteriorated 
at that time, and that service had been poor. He advised that he had changed 
his account to the Lone Star Dairy, a Houston independent supplier, and that 
the Foremost Co. had not even inquired as to the reason for his removal of his 
patronage. He said that no concessions were granted him by the Lone Star 
Dairy, nor were they tendered by the Foremost Co. 

He stated that he buys approximately $250 worth of milk per week, in half 
pints and half gallons. He declined to furnish the prices paid for this milk 
by his restaurant, 


Sam Houston Hotel 


J. S. Mickelson, manager and part owner of this hotel, advised that he 
patronizes the Foremost Co., but declined to furnish any information pertaining 
to Foremost discounts or related subjects. 


Normandie Restaurant 


Mr. George Malavis, manager, Normandie Restaurant, 1007 Main Street, 
advised that the restaurant does exclusive business with the Foremost Co., and 
receives a 5-percent discount on milk products. He advised that he pays 6% 
cents for half pints of homogenized milk, and does not buy this product in any 
other form. He stated that other than the 5-percent discount, no additional 
concessions have been tendered to him by the Foremost Co. to obtain his patron- 
age. Malavis advised that he was unable to estimate his weekly consumption 
of homogenized milk, inasmuch as accounts were maintained on an overall 
basis with Foremost, and thus included coffee cream, ice cream, sherbet, 
whipping cream, and buttermilk. 

Malavis stated that he had heard of a practice followed by “some of the 
independents,” whom he declined to further identify, which practice consisted 
of their maintaining all of a restaurant operator’s refrigeration, free of charge, 
even though it included maintenance and repair of the air-conditioning system. 
Additional information in regard to this practice could not be developed from 
this source. 
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SYNOPSIS, VOLUME II 


Discounts are given by Borden Co., Carnation Milk Co., and Foremost, to res- 
taurants,. hotels, and retail grocery stores in the Corpus Christi area. Borden 
Co. usually gives 5 percent discount, and a check is issued to the recipient at 
the end of the month from the Borden Co. Invoices submitted by the Borden 
Co, to White Plaza Hotel were examined, which reflected the discount on the 
face of the invoice, to which invoice was attached a statement from the Borden 
Co. that the invoice is subject to 5 percent discount. John Miller exhibited a 
check for $19.92, given him by Borden Co. as 5 percent discount for milk pur- 
chased during October 1955. Persons admitting that they are presently re- 
ceiving discounts from milk companies are manager of Driscoll Hotel; auditor, 
White Plaza Hotel; owner of Chicken Shack; Miller’s Grill; Mammy’s Cafeteria ; 
McVay’s Cafeteria; Moore’s Food Store; and Bonham’s Food Stores. Numerous 
small grocery stores admitted that they are not receiving discounts, although 
some of the stores sell a large amount of milk each month. Only officials at 
Jitney Jungle, Biel Food Stores, and Parr Drug Store refuses to admit or deny 
that discounts are given them. 

Reference is made to the report of George L. Kroll, dated October 21, 1955. 

At the request of Mr. Lorimer Brown, the writer proceeded to Harlingen, Tex., 
on October 24, 1955, on which date a conference was held with Mr. Harvey 
Richards and Mr. Lorimer Brown at their offices. It was then decided that 
an investigation would be conducted immediately in Corpus Christi by two 
representatives of General Research Co., who would at all times conduct the 
various interviews with both of said representatives present. 

On October 26, 1955, representatives of General Research Co. met with Mr. 
Harvey Richards and Mr. Ray T. Karr, at the Driscoll Hotel, in Corpus Christi, 
Tex., at which time names of persons who would be contacted, as well as those 
who should not be contacted, were determined. Thereafter, Messrs. George L. 
Kroll and M. A. Ruebright conducted the interviews hereinafter set forth. 

In reporting the results of this investigation, it should be borne in mind that 
during each interview both the writer and Mr. Ruebright were present, unless 
otherwise noted, and in reporting this information the writer will refer to 
himself as being the person who interviewed the owners of the various businesses 
hereinafter mentioned. It should be kept in mind that both the writer and Mr. 
Ruebright were present during these interviews. 


INFORMATION OBTAINED FROM HOTELS 


The White Plaza Hotel, Corpus Christi, Tex. 
On October 26, 1955, the writer contacted Mrs. Mabel Ayers, auditor of the 
White Plaza Hotel, and explained the purpose of the interview. She was told 
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that a client of Fulbright, Crooker, Freeman, Bates & Jaworski had requested 
that an investigation be conducted in the Corpus Christi area to determine the 
practices surrounding the distribution of milk in Corpus Christi, and that the 
writer would like to have such information as is available pertaining to the 
name of the company that distributes the milk to the hotel, the average weekly 
or monthly volume, and the price paid for such milk. This is generally the 
approach that was used in securing the information during this investigation. 
Mrs. Ayers did not consult with the manager of the White Plaza Hotel prior 
to giving the information to the writer; however, prior to contacting Mrs. Ayers, 
the writer introduced himself to a Mr. Peal, the assistant manager, who referred 
the writer to Mrs. Ayers for such information. 

Mrs. Ayers stated that the White Plaza Hotel is buying milk from the Borden 
Co. at the present time, and they have dealt with this company for a number 
of years. She immediately extracted two invoices from her files showing the 
milk purchased for the months of August 1955 and September 1955. The 
August invoice shows that the hotel owed a total of $407.51 for milk pur- 
chased during that period, and that the hotel was given a credit of $20.38, 
leaving a balance due and payable in the sum of $387.18. The credit is shown 
on the face of the invoice. The invoice reflects a daily balance owed by the 
hotel to the Borden Co. for each day during August 1955. Just to the left of 
the last balance is the credit of $20.38, and the net balance of $387.13 is shown 
as the last item on the invoice. This invoice was prepared by one of the 
office business machines, and all of the information is typed thereon. Attached 
to the invoice on the back is a statement written in handwriting on stationery 
of the Borden Co. to the effect that this invoice is subject to a 5 percent 
discount. 

Mrs. Ayers explained that the $20.38 credit is actually the 5 percent discount 
on the bill, and that she issued the Borden Co. a hotel check for $387.13. 

Similarly, the September 1955 invoice shows that the hotel owed $415.31 for 
milk, less $20.77 credit, leaving a balance of $394.54, which was paid by the hotel 
to the Borden Co. These invoices are for milk only. 

Mrs. Ayers said that the hotel pays the following prices for homogenized 
milk: 


Ty OT COI oo i end nig AD a een) elie 96 cents per gallon 
BOP: DAIL PA Bi tics ane rxt opie aim —temipanhhiiia ee 6% cents 
For half-gallon containers Of Tialf-QnG-DOies 6 Al. fnice tdecinealn 53 cents 


The hotel uses a milk dispenser. 

Both the writer and Mr. Ruebright examined the above-described invoices. 
Driscoll Hotel, Corpus Christi, Tex. 

On October 26, 1955, the writer contacted Mr. Reistenberg, the assistant 
manager, and the purpose of the interview was explained to him. He im- 
mediately referred the writer to a Miss Johnson, who is in charge of the store- 
room at the hotel. Miss Johnson was able to furnish the prices paid for homog- 
enized milk, which are as follows: 


OE TU eee ee ee ed te LOU © cmtenie de peuimiiensaa 634 cents 
Din Re rR ac oe ate tec ee ck ieee 84 cents per gallon 
In paper contaitiers_ ...- 22-2... = Aitken eden _........ 46 cents per half gallon 
For whipping cream__..._..~- se atieoeigaatensdlcenies Qiiaietivtktes ot Go dlien ccadeeelaainele $1.16 per quart 
For half pints of Dattermie foe oe BRE o me 5% cents 


The bulk milk in 10-gallon containers is used for baking, and it is not served 
in the restaurant. 

Miss Johnson said that she did not have figures concerning the volume of 
milk purchased each week, and referred the writer to a Mrs. Henniger, the 
auditor. Mrs. Henniger could not be located on that date. 

Mr. Richards was notified of the results of the interviews at the Driscoll 
Hotel, and he suggested that the writer interview Mr. Morrison, the manager, 
for such information. 

Therefore, on October 27, 1955, the writer interviewed Mr. Herbert G. Mor- 
rison, manager of the Driscoll Hotel, and the purpose of the interview was 
explained to him. He immediately asked why this information was being 
secured, and the name of the client. After he was told that this information 
could not be furnished to him, he replied that he believed that he could not 
cooperate with the writer, because he did not want to get the milk company with 
whom the hotel was dealing in trouble. He suggested that the writer talk with 
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Robert Sorrell, the attorney who represents the hotel. Mr. Sorrell was out of 
town and was not available for interview. Mr. Morrison said that he would 
like to cooperate by giving the information, because attorneys with Fulbright, 
Crooker, Freeman, Bates & Jaworski are frequently guests at his hotel, but that 
he did not want to become involved in any litigation. The conversation was 
then directed to other hotels where he was general manager, namely, the St. 
Anthony in San Antonio, and after talking with Mr. Morrison for approximately 
15 minutes, Mr. Morrison referred back to the practices followed by the milk 
companies, and said that the hotel is buying milk from the Borden Co., and is 
receiving a certain discount. The writer suggested that the discount might be 
5 percent, and he agreed that that was the discount given by Borden Co. to the 
hotel. He did not offer to let the writer examine the invoices, and in view of 
the information thus obtained, no such request was made. The writer con- 
cluded the interview by saying that Bob Sorrell would not be contacted, and 
that this investigation would proceed by talking to other milk users in the 
Corpus Christi area. 


Nueces Hotel, Corpus Christi, Tew. 


On October 26, 1955, the writer attempted to contact Charles A. Brown, the 
general manager, but he was not available. Therefore, the assistant manager, 
a Mr. Howard, was interviewed. He said that the Nueces Hotel buys milk from 
Knolle 1 month and from the Borden Co. the next month, and that the business 
has been given to these companies exclusively in alternating months for quite 
some time. No discounts are allowed the hotel by either Knolle or Borden, 
because neither company is selling to the hotel exclusively. The W. W. Jones 
family owns the Nueces Hotel, and some of its members are good friends of Mr. 
Henry Knolle. The latter maintains a room at the Nueces all during the year, 
but seldom uses the same. In view of this past friendship, the Jones family 
has seen fit to give a portion of the milk business to Knolle, and as long as he is 
living, this business will not be taken from him. 

Carnation, approximately 2 months ago, offered a very substantial discount 
to Howard, if the Nueces would handle Carnation exclusively, but this offer was 
rejected. Howard did not give the writer the amount of discount proposed by 
Carnation, since the offer was rejected. In view of other offers subsequently 
determined during the investigation, it is believed that the discount amounted 
to between 7% and 10 percent. Reference is made to the results of: the interview 
with the manager of Mammy’s Cafeteria. 

Mr. Howard furnished the following prices paid by the hotel : 

For half pints, 634 cents. He uses approximately 45 cases per month. 

In 5-gallon containers, 88 cents per gallon. He uses approximately 78 5-gallon 
cans a month. 

His bill from Borden for the month of September was $429 for milk alone. 
The total September bill of $503.54 included both milk and ice cream. 

Mr. Howard said that the hotel uses milk in glass containers and through the 
dispenser. Guests have complained about the use of paper containers, saying that 
the wax on the containers rubs off on their hands, and sometimes pieces of 
wax are found in the milk. Therefore, they have discontinued the use of wax- 
paper cartons. At one time the hotel did business with Carnation, but this 
business was discontinued after many of the guests complained that the milk 
was sour. 

INFORMATION OBTAINED FROM CAFES AND CAFETERIAS 


Chicken Shack, 2515 Leopard Street, Corpus Christi, Tea. 


On October 26, 1955, the writer interviewed Mr. R. D. Shepherd, who 
operates 3 restaurants, namely the Chicken Shack, 2515 Leopard, Robinhood 
No. 1, 1821 South Alameda, and Robinhood No, 2 at 4214 Ayers. Mr. Shepherd 
was interviewed at Robinhood Cafeteria No. 2. 

He advised that he buys milk from the Borden Co., and pays cash each day 
when the milk is delivered. He said that a discount is taken by him when the 
milk is paid for, and that he does not receive a discount check from the Borden 
Co. He was asked to furnish the amount of the discount taken, but he refused 
to do so. He said that the discounts were taken each day when the bills were 
paid, and not at the end of the month, but the writer gained the impression that 
possibly Mr. Shepherd was not presenting a true picture of what was happening 
with reference to the taking of these discounts, in view of information secured 
from other cafeteria managers. Mr. Shepherd was inclined to be talkative, and 
he appeared to be very friendly at all times during the interview. He mentioned 
the fact that he formerly was not given a discount, and it was not until he 
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attended a meeting of 12 restaurant owners that he found that all of the owners 
were getting discounts except himself. He did not know the amounts of the 
discounts that each of the other owners was given, because they did not mention 
specific discounts, and only said that they were getting discounts from the milk 
companies. In view of this fact, he told the company that he wanted a discount, 
too, and the Borden Co. gave it to him. 

Mr. Shepherd is a close friend of Henry Knolle, but nevertheless he was not 
getting a discount from Knolle. After he found that the other owners were 
getting discounts, he quit Knolle because they would not give him a discount. He 
indicated that he had asked a representative of Knolle for one, but had been 
refused. 

Shepherd handles Hygeia ice cream in Robinhood No. 1 and at the Chicken 
Shack, but he sells Borden’s at Robinhood No. 2. He said that Hygeia 
ice cream is the “best on the market.” Shepherd has been using Borden’s at 
Robinhood No. 2 for a year, and Borden’s at Robinhood No. 1 and the Chicken 
Shack for about 15 days. The only reason he changed over to Borden was 
because they would give him a discount. He said that he does not handle 
Carnation products, because Carnation at Corpus Christi is not large enough 
to take care of the supply and since Carnation trucks milk into Corpus Christi 
from Houston, he doubts whether Carnation is as good as other milk here. 

Shepherd says that his monthly bill for dairy products is between $1,500 and 
$1,600. He pays 88 cents a gallon for homogenized milk in 5-gallon containers. 

The writer gained the impression that Mr. Shepherd wanted to be courteous 
and cooperative, but that he did not know whether or not he should admit the 
amount of the discount that Borden has given him. He appears to be very 
sincere, and it is believed that this further information could be secured from 
him at a later date, without any difficulty. 

Miller’s Grill, 316 Lawrence Street, Corpus Christi, Tez. 

Mr. John Miller was interviewed on October 27, 1955, at Miller’s Grill. He 
advised that he is the owner of this restaurant, and that he buys milk from 
Borden’s at the present time. After the purpose of the interview was explained 
to him, and he was asked whether he is receiving a discount from Borden, he 
replied that he is not getting a discount of any kind. Several persons were trying 
to talk to Miller when he was being interviewed, and inasmuch as Miller said that 
he wanted to get away to play golf, the writer saw fit not to question his further. 

On October 28, 1955, the writer reinterviewed Miller at his restaurant at 
approximately 2 p. m. Miller began by asking what the writer wanted now. 
The writer replied, “Let’s talk about discounts.” He immediately pulled several 
letters from his pocket, all of which contained checks, and he tore open a letter 
addressed to him from the Borden Co., from which he extracted a check. He 
handed the check to the writer, and it shows that it is payable to Miller’s Grill, 
316 Lawrence Street, Corpus Christi, Tex., by the Borden Co., signed by Glen 
Woods and Forrest Riggs. The check was for $19.92, No. 12293, drawn on the 
State National Bank of Corpus Christi, Tex. Miller said that this was his check 
for October for the 5-percent discount that he is receiving on milk purchased 
from the Borden Co. 

Miller had been seen mixing a drink of Scotch a short time prior to the begin- 
ning of the interview. He was very talkative, and after exhibiting the check to 
the writer, he asked the name of the client, and he was advised that this could 
not be furnished him. He then said that he felt that it was wrong for the milk 
companies to be treating their cutomers differently, but that as long as he was 
getting a discount, he was going to accept it. He then picked up a telephone 
and called his auditor, and told him to check his bills to find out whether Borden 
is giving him a full 5-percent discount. Miller then turned to the writer, and 
said that he did not believe that the $19.92 check amounts to 5 percent, because 
he thinks that he buys more milk than that a month. Miller and the writer 
estimated that he probably buys about $400 or $500 worth of milk a month. 
He said that he could not furnish the amount of milk that he bought each month, 
but that he would have his auditor prepare this information, which we could 
secure later on. 

Miller then reverted to his statement that discounts are wrong. He said that 
each restaurant ought to have to pay the same price for the milk, and that he 
believes that some of the restaurants are getting more discounts than he is. He 
mentioned that the owner of a linen supply company in Corpus Christi admitted 
to him that his company is giving discounts. Miller refused to name the owner 
of the linen supply company. It should be noted that information was obtained 
that an investigation is being conducted by the FBI to determine the practices 
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followed by linen supply companies throughout the United States, insofar as 
price cutting and discounts are concerned. In all probability, the friend of 
Miller’s discussed this matter at length with him. 

On this particular occasion the writer examined the check issued to Miller at 
a time when Mr. Ruebright was not present, and under such circumstances as 
could not have been avoided at that time. 

Shoop’s Cafe, 200 North Water Street, Corpus Christi, Tex. 

On October 27, 1955, Mrs. Bob Shoop was interviewed by the writer, and she 
advised that her husband was out of town on business. She said that they are 
buying milk from Hygeia at the present time, and they are not receiving any 
discounts. She does not know the volume of milk that is handled by Shoop’s 
Cafe, and suggested that the writer secure this information from her husband 
when he returns. 

Mrs. Shoop said that her husband was a friend of Mr. Gressom, and that since 
Hygeia took over the Gressom business, that her husband will continue to buy 
milk from Hygeia as long as Mrs. Gressom is living. She said that in addition 
to that reason, she knows that Hygeia is good milk, and that she and her husband 
are very satisfied to leave their business with Hygeia. 

Zackie’s Drive-in, 300 Water Street, Corpus Christi, Tex. 

On October 27, 1955, Mrs. Zackie was contacted by the writer for the informa- 
tion desired, and she immediately called her manager, Gordon Teat, who stated 
that the drive-in is at the present time buying milk from Hygeia, at the rate of 
approximately $125 a week. They pay 6% cents for half pints, and 22% cents 
for homogenized milk in paper quart containers. They pay 52 cents for a half 
gallon of half-and-half, and do not receive any discounts. He said that at times 
Hygeia has painted signs for the drive-in, and no charge has been made for this 
service. 

McVay’s Cafeteria, 412 Williams Street, Corpus Christi, Tex. 

On October 27, 1955, the writer interviewed Mrs. McVay, owner of the cafe- 
teria, which has been open for 9 years. She said that they formerly handled 
Knolle’s milk, but switched to Borden’s about 3 years ago. She admitted that 
she is receiving a 5-percent discount from Borden, which discount is paid to 
her by check at the end of each month. She pays 6%4 cents for half pints, 2314 
cents for homogenized milk in quart paper containers, and she pays 88 cents 
a gallon for milk in 5-gallon containers. 

Mrs. McVay said that the cafeteria uses about 3% gallons of milk delivered 
to her in bulk, and 100 half pints, each day. They use 8 quarts of coffee cream, 
and 25 half pints of buttermilk, each day. 


New England Cafeteria, 600 Leopard Street, Corpus Christi, Tex. 


On October 28, 1955, Mr. Boyd Morrow, manager, advised the writer that the 
cafeteria formerly bought milk from Knolle, Borden, and Carnation, but that 
they only use Borden at the present time. They receive a 5-percent discount on 
all milk sold to them by Borden, and the discount is given to them at the time 
they pay their account to the Borden Co. The cafeteria remits payments semi- 
monthly, and the 5-percent credit is shown on the statement submitted by the 
Borden Co. to the New England Cafeteria. He therefore pays the difference 
between the price of milk and the discount. Their monthly volume is between 
$600 and $800. He said that they pay 614 cents for half pints and 88 cents a gallon 
for homogenized milk in 5-gallon containers. 


American Coffee Shop, 1200 Chaparral, Corpus Christi, Tex. 

On October 27, 1955, Mrs. Clyde Linton, owner of the American Coffee Shop, 
advised the writer that her husband was formerly employed by Borden as a 
mechanic. She now uses Hygeia, and said that she will continue to use Hygeia 
as long as the Hygeia Co. is located nearby. She added that she understands 
that the plant will be moved to a new location, and that, if Hygeia moves, 
she contemplates getting milk from the Borden Co. She said that she probably 
will discontinue buying milk from Hygeia. 

Mrs. Linton said that the American Coffee Shop uses approximately 105 gallons 
of milk a week, for which she pays 88 cents per gallon, in 5-gallon containers. 
She does not receive a discount from Hygeia. She uses Borden milk at the 
Bevly Building Cafe, 1220 South Staples, and advised that she does not receive 
a diseount from Borden. She added that she is certain that small cafes do not 
receive discounts from milk companies, and that she believes that she is suffi- 
ciently acquainted with some of the Borden Co. people to know whether or not 
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Borden gives discounts to smaller cafes. Mr. Linton, her husband, formerly 
worked for Borden as a mechanic, but he was not in a position to know whether 
Borden was giving discounts or not. 


Mammy’s Cafeteria, 4200 Ayers Avenue, Corpus Christi, Tea. 

On October 27, 1955, Mr. G. L. Harrison, manager of Mammy’s Cafeteria, was 
interviewed to obtain pertinent information from him. He said that he and his 
brother own 5 cafeterias, 3 of which are located in San Antonio, 1 in Victoria, 
and 1 in Corpus Christi. Mr. Harrison at first wanted to know why we were 
securing this information, and the name of the company that we represented, 
and, after he was told that these facts could not be furnished him, he related 
that he is buying milk in the following quantities each day. 

He uses from 15 to 20 gallons of homogenized milk for cooking, 6 to 8 cases 
of half pints of homogenized milk, 2 to 3 cases of chocolate milk, 12 to 16 quarts 
of whipping cream, and 1 to 2 cases of buttermilk. 

Harrison said that he pays the following prices for these products. 


BOR’ WTR Tek TT CO nines eis ds cchiig sessing Ai 88 cents a gallon 
TOI UR No cai eet eeneceeenaaiaenia mem dialed tak celal ae 6144 cents 

For buttermilk in large containers... 2... ere emeee 20 cents a gallon 
For Weerveriali es i Wie De ns ee us 5% cents 

Wor Baw Pines OF clecomnee He ss 534 cents 

For whipping cream, with 40 percent butterfat__.._.____.____ $1.16 a quart 
TOP COIOW CYOWM ie sa ee Le 53 cents a quart 


Harrison said that he buys milk from Foremost, and that the above prices are 
the prices that he pays to Foremost. 

He was questioned concerning discounts, and he readily admitted that Fore- 
most is giving him a 10 percent discount. He said that when he opened the 
eafeteria, he determined that Borden would only 5 percent, Foremost 10 per- 
cent, and Carnation 7% percent. Later, Carnation offered to raise their dis- 
count to 10 percent, but he decided to go along with Foremost. Mr. Harrison 
mentioned that he believed that he would change to Carnation, but he did not 
indicate the time when the change would be made. 

It should be noted that Mr. Harrison freely discussed these business trans- 
actions without hesitancy, but that he made several remarks during the course 
of the interview to the effect that he did not want people around here to know 
that he was furnishing this informaion to the writer, and he made a remark 
at one time, “Don’t you bring me into a lawsuit.” He also said, “I'll do 
business with the company that pays me the biggest discount, and if they 
can’t pay me a discount, I'll change companies.” 

Parr Drug Stores, Corpus Christi, Tex. 

Mr. B. T. Parr was interviewed on October 28, 1955. He said that he has 
four drug stores at the following locations: 1801 South Alameda, 4202 Ayers, 
2935 Norton, and at the Wilson Bulding in downtown Corpus Christi. Mr. Parr 
admitted that he buys Borden milk, but when he was asked to furnish specific 
information concerning the quantity and the price, he replied, “Why don’t you 
get that from Borden? Tell them I sent you.” 

Mr. Parr was assured that the writer had no intention of contacting Borden 
for this information, and he said that the writer could either get the informa- 
tion from Borden, or not at all. He said, “I am not going to quit them. 
They make a little money, and I make a little, and we will keep it that way.” 

Mr. Parr was very friendly and talkative during the interview, but he was 
careful not to furnish any information to the writer at all concerning discounts. 


INFORMATION OBTAINED FROM RETAIL GROCERY STORES 


Moore’s Food Shops, 3802 Highway 9, Corpus Christi, Tez. 

Mr. Frank Moore, owner of Moore’s Food Shops, advised the writer on October 
27, 1955, that he buys milk from Knolle, Carnation, Borden, and Foremost. He 
pays 23% cents a quart for homogenized milk, which is the standard price 
charged by all of the above-named companies. He was asked to give the volume 
of milk purchased from each company, which he did. 

He buys $450 to $500 a week from Knolle, receiving no discount at all; $150 
a month from Carnation, for which he receives a 5 percent discount; $300 a 
month from Borden, receiving no discount; and $150 a month from Foremost, 
receiving 5 percent discount. 

In addition, he buys about $750 worth of milk each month from Knolle, which 
he sells to companies operating ships. Mr. Moore was asked whether he receives 
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a discount from Knolle for this account, and he replied, “We don’t talk about 
that.” He refused to admit that he receives a discount from Knolle on purchases 
of milk for ships, which actually indicates that he did. He admitted that he 
received no discount from Knolle for the purchase of homogenized milk sold 
through his retail store. 

Moore says that he has reason to believe that Borden gives H. B. B. Stores 
and Biel discounts, but that he has nothing to offer which would prove that 
fact. He said that Borden has never offered a discount to him. Moore said that 
it is common knowledge that Carnation gives a 5 percent discount to anyone that 
they are doing business with. 

Insofar as the taking of discounts is concerned, he said that he discounts the 
Carnation bills when he makes payment therefor. He buys very little milk from 
Foremost, and most of their business consists of cottage cheese. 

The writer gained the impression that Frank Moore is a very alert business- 
man, who appears to be very aggressive. He is very frank in making statements, 
and it is believed that he would not hesitate in testifying to facts which he can 
prove. 


Jitney Jungle Stores, 2725 Swantner Avenue, Corpus Christi, Tea. 

Mr. J. F. Critz operates four stores, all of which are called Jitney Jungle, in 
the Corpus Christi area. He was located at store No. 4, at the main office, on 
October 27, 1955, at which time the purpose of the interview was explained to 
him. He immediately asked the purpose of this interview, and sought to de- 
termine the name of the client. 

After the writer refused to furnish the pertinent information to him, Mr. 
Mr. Critz replied, “I don’t have to tell anyone how much milk I sell, or what I 
pay for it. You can find out how much I pay for what I sell, but you can’t find 
out how much I sell, or anything about discounts.” 

The writer then sought to obtain information about discounts, and Mr. Critz 
said, “That’s what I am not going to tell you, as we could wind up in a lawsuit. 
I would certainly have to know who you are doing this for.” 

Critz admitted that he had been handling Borden and Knolle products for 
quite some time, but he refused to furnish any additional information, as others 
have furnished during this investigation. 

Mr. Critz appeared to be determined not to cooperate with the writer in the 
least, and concluded the interview by saying, “You are not going to learn any- 
thing from me.” 


Biel Stores, 2007 Leopard, Corpus Christi, Tea. 


On October 27, 1955, Mr. John Marshal, purchasing agent for Biel Stores, 
advised the writer that William and Robert Biel own and operate eight retail 
grocery stores in the Corpus Christi area, and that these stores handle Carna- 
tion, Borden, and Knolle milk. He did not have information concerning the 
volume of milk handled in each store, but estimates that the overall volume is 
probably 50 percent Borden, 40 percent Knolle, and 10 percent Carnation. 

Mr. Marshal was asked if Biel receives a discount. He replied that Bobby 
Biel does not want to disclose information of this kind, and he requested that 
the writer not contact the managers of the stores for such information. He 
added that no information would be given out concerning the volume handled 
in each individual store, nor the discounts received, and concluded that he is 
“not at liberty to discuss these matters.” 

Judging from these remarks, the writer gained the impression that Biel Stores 
are receiving discounts from one or more of the above-named milk purveyors. 


Model Market, 1901 Baldwin, Corpus Christi, Tew. 


On October 27, 1955, Mr. W. E. Schoen, manager of the Model Market, advised 
the writer that this market is now owned and operated by Sweeney & Co., whose 
offices are located in San Antonio. This market was taken over by Sweeney 
during October, and he has been assigned as its local manager since Monday, 
October 24, 1955. 

Mr. Schoen stated that he does not know how much milk this market handles 
during the month, but has determined that Model Market pays Borden 46 cents 
a half gallon for homogenized milk, which it sells for 47 cents. This is a spe- 
cial, which was featured during the week of October 24, 1955. He likewise does 
not know whether the store receives a discount from Borden. Mr. Schoen said 
that the former owner of this store is M. L. Cudd, who resides at 116 Del Mar 
Street in Corpus Christi. 
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M. L. “Pete” Cudd, 116 Del Mar Street, Corpus Christi, Tea. 


On October 27, 1955, the writer interviewed Mr. Cudd at his home, at which 
time he advised that he has been in the grocery business for approximately 
25 years, and during the past 4 years, he owned and operated Cudd’s Food 
Market, located at 1901 Baldwin Street in Corpus Christi. During the time 
that he has been in the grocery business, no milk company has offered or given 
him discounts on milk purchased by Cudd Food Stores. 

Mr. Cudd had a September invoice from Borden Co., which reflects that he pur- 
chased 36 half-gallon paper cartons, costing $16.56, or 46 cents per half gallon. 
He purchased 16 quarts for $3.76, or 23%4 cents a quart, for homogenized milk. 
Neither Borden nor any other company has ever offered to give him a discount. 
He said that he has heard that other stores receive discounts, but no one has 
admitted that fact to him, and he could furnish no information concerning the 
identities of persons who have been receiving discounts from any of the milk 
companies. 

Mr. Cudd also mentioned that he has never heard of the milk companies 
financing the retail grocers, or assisting them in securing money from banks. 
He said that the competition was undoubtedly keen, but his experience has shown 
that the companies are very independent. At times it has been difficult to secure 
milk from Knolle; but, of course, this has changed in recent years, since their 
production has been increased. Mr. Cudd was unable to furnish any additional 
information which would be useful in this investigation. 


Limerick Food Stores, 1211 Ayers, Corpus Christi, Tex. 

On October 27, 1955, Mr. Joe Limerick, owner of 2 food stores, No. 1 at 1211 
Ayers, and No. 2 at 2323 Morgan Street, advised the writer that he sells approxi- 
mately $1,500,000 worth of groceries each year, and that because of his large 
volume he believes that he is entitled to receive a discount from milk companies, 
if others are getting discounts. Yet, none of the milk companies have offered 
to give him discounts since he has been in business. His son operates store No. 
2, and he personally supervises the operation of store No. 1. They handle 
Borden, Knolle, and Carnation, and he believes that the volume is divided 
equally between the three milk purveyors. He just put in Carnation in both 
stores about 2 weeks ago, and did so for the reason that he wanted to give the 
customers the opportunity of having a wider selection. He pays the same to 
each company for homogenized milk; namely, 46 cents per half gallon, 92 cents 
a gallon in bulk containers, and 23% cents a quart. 

During the conversation, Mr. Limerick addressed the writer by saying, 
“Weren’t you with the OPA in Dallas some years ago?” The writer assured Mr. 
Limerick that he was mistaken, and that the writer has never been with the 
OPA. He then said that if the writer was trying to get some information to 
show that the milk companies are violating the provisions of the Robinson- 
Patman Act, that he hopes that we are successful, because he feels that all of 
the retail grocers should be treated equally and alike. He said that he believes 
some companies are receiving discounts, but that by and large, most grocery 
stores are not receiving discounts for the reason that if they were receiving dis- 
counts, one of the stores would probably be selling milk below cost, and making 
the profit on the rebate received from the milk company. So far as he knows, 
the grocery stores have not been selling milk below cost. 

Mr. Limerick then recalled that during the week of October 24, 1955, Borden 
has been selling a half gallon of homogenized milk for 44 cents in a glass con- 
tainer. This milk is being featured at 47 cents in his store. 


Bonham Food Stores, Corpus Christi, Tez. 


On October 28, 1955, Mr. Donald Bonham, owner of two stores, Bonham No. 1, 
3006 South Alameda, and Bonham No. 2. The address of the last store was not 
secured. Donald Bonham personally manages both stores. According to infor- 
mation received from R. G. Guy, owner of Guy’s Food Stores, 521 Staples Street, 
Donald Bonham has been extremely successful during the last several years in 
the operation of his stores. His father operated a small grocery store for some 
years in Corpus Christi, and in 1950 Donald took over the operation, and began 
the construction of two new units, both of which have apparently made a great 
deal of money. Bonham is a young man in his early thirties, who answered 
questions propounded by the writer, and he was at all times very cooperative. 

He said that store No. 1 sells about $4,000 worth of milk a month, of which 
Knolle supplies 65 percent, Borden 20 percent, and Foremost 15 percent. Most 
of Foremost’s business is cottage cheese. 
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Store No. 2 sells $5,355 a month, of which Knolle supplies 30 percent, Borden 
50 percent, Foremost 20 percent, and again, Foremost’s business is mainly 
cottage cheese. 

Mr. Bonham admits that he receives a discount of 5 percent from Borden, 
and that he receives a check at the end of the month directly from the Borden 
Co., which represents his discount. Knolle does not give him any discount. 
Foremost gives him a little more than 5 percent, but the exact amount was not 
available at the time of the interview. Bonham formerly handled Carnation, 
but due to the unsatisfactory acceptance on the part of the housewives, he dis- 
continued that line. He said that it is no secret that Carnation will give up to 
10 percent discount for handling their products. 

Mr. Bonham is affiliated with the Food Craft Stores, which stores are report- 
edly controlled by Groce Rearden, out of San Antonio. 

Guy's Food Stores, 521 Staples Street, Corpus Christi, Tex. 

On October 28, 1955, R. G. Guy advised the writer that he buys milk from both 
Borden and Knolle, and does not, and never has received discounts from those 
concerns. He pays 23% cents a quart and 46 cents for half gallons of homo- 
genized milk, and uses a little over $100 each week. Mr. Guy was formerly 
president of the Retail Grocers Association of Corpus Christi, and devoted 15 
or 20 minutes to an explanation of developments that have occurred in the past 
20 years with reference to the sale 9f milk, all of which had no important 
bearing to the present investigation, and will not be repeated herein. 

He had much praise for Donald Bonham, and cited the latter as an example 
of what a young man could do in the grocery business. He said that he does 
not believe that Donald Bonham receives a discount from any of the milk com- 
panies, and that his success stems from his merchandising ability. 

Guy said that he has made numerous efforts over the past years to determine 
if any of the milk companies were assisting large grocery companies by giving 
them discounts, but he has never been able to uncover any information which 
might have been used in the prosecution of any of the companies for unfair 
trade practices. He suggested that the writer talk with Joe Fuedo, the presi- 
dent of the Retail Grocers Association. 

Fuedo’s Food Store, 4741 Kostoryz Street, Corpus Christi, Teg. 

On October 28, 1955, Joe Fuedo, the president of the Retail Grocers Associa- 
tion for the current year, advised the writer that he is the owner and operator 
of the Food Liner located at the above address. The purpose of the investigation 
was explained to Mr. Fuedo, and he immediately said that he would like to coop- 
erate to the fullest extent, but that he could offer no information which would 
indicate that any of the milk companies are giving discounts. He himself is 
not receiving any discount from Knolle or Borden, although his milk sales 
average $2,500 each month. Sixty percent of his sales are Knolle, and 40 percent 
Borden. He pays 46 cents for a half gallon and 23% cents for a quart. His 
present store has been in operation for 2% years, although he has been in the 
grocery business in Corpus Christi for the past 9 years. He was formerly from 
Detroit, and has had considerable experience in the grocery business, which was 
very evident from a cursory examination of his store. All of the fixtures and 
equipment used in the Fuedo store are new, and his displays and packaging 
appeared to be very modern. 

Mr. Fuedo said that he has handled investigations to determine violations of 
the Robinson-Patman Act for several years. About 2 years ago, an intense 
effort was made to determine the practices of the milk companies. He met with 
numerous store owners, but was unable to get anyone to say that they were 
receiving discounts from the milk companies. He ceased conducting further 
investigations after his efforts proved unsuccessful, although he feels that milk 
eompanies probably favor some of the large users of milk in Corpus Christi. 
He said that it was amazing to him to hear all of the rumors about discounts, 
when, in fact, no one would admit that they were receiving discounts when 
they were personally asked to give this information. No written report was 
prepared by the committee handling this investigation for the Retail Grocers 
Association. 
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INFORMATION OBTAINED FROM WHOLESALE GROCERS 


Wholesale grocery company No. 1 


The writer then contacted a local manager of a large wholesale grocery com- 
pany in Corpus Christi. This store supplies groceries for approximately 23 re- 
tail stores in the Corpus Christi area. The purpose of the interview was ex- 
plained to the manager, and he agreed to cooperate by having a salesman contact 
each of the affiliated stores to determine the volume, the price paid for milk, and 
whether the store is receiving discounts from the purveyors. 

He said that so far as he knows, none of the retail stores are receiving dis- 
counts at the present time. Each of the stores is relatively small, and their 
volume is not nearly as large as the chainstores which are being operated in 
Corpus Christi, and therefore it is his opinion that none of the 23 stores receive 
discounts. Nevertheless, he will contact these stores through a salesman, dur- 
ing the week of October 31, 1955, and will notify the writer at a later date. 
This information will be submitted in a supplemental report. 

The results of this investigation were discussed with Mr. Brown on October 
28, 1955, and he suggested that a report be immediately prepared, after which 
these facts will again be reviewed, and additional plans made. 
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